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HOUSING  AND  URBAN-RURAL  RECOVERY  ACT 

OF  1982 


TUESDAY,  MARCH  16,  1982 

House  of  Representatives, 

Committee  on  Banking,  Finance  and  Urban  Affairs, 

Subcommittee  on  Housing  and  Community  Development, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  9:40  a.m.,  in  room 
2128,  Rayburn  House  Office  Building,  Hon.  Henry  B.  Gonzalez 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Gonzalez,  St  Germain,  Fauntroy,  Lun- 
dine,  Vento,  Lowry,  Frank,  William  J.  Coyne,  Hoyer,  Stanton,  Rou- 
kema,  Wortley,  McCollum,  Lowery,  and  Bereuter. 

Chairman  Gonzalez.  Thank  you  very  much,  gentlemen.  Again, 
let  us  thank  you  for  responding  to  our  invitation  and  for  taking 
time  from  your  schedules  and,  as  representatives  of  your  organiza- 
tions, to  appear  before  the  subcommittee  today. 

We  are  at  a  critical  stage  this  year  with  respect  to  housing,  and 
it  is  essential  that  Congress  take  some  positive  action  this  year 
with  regard  to  our  housing  programs. 

So,  today  we  are  beginning  the  hearings  on  the  Housing  and 
Community  Development  Act  of  1982,  H.R.  5731. 

There  can  be  no  question  that  the  housing  industry  is  in  a  state 
of  crisis,  but  let  there  be  no  mistake:  This  is  more  than  just  a  tem- 
porary interest  rate  crunch.  We  are  faced  with  something  much 
more  fundamental  than  that.  The  blunt  truth  is  that  this  year  the 
Nation  must  decide  whether  or  not  it  will  maintain  its  commit- 
ment to  a  national  housing  program  and  policy,  and  whether  or 
not  we  will  address  the  ills  of  the  industry,  and  whether  or  not  we 
will  continue  our  historic  effort  to  provide  safe,  decent,  and  afford- 
able housing  for  the  American  people. 

The  dismal  housing  production  figures  show  one  dimension  of 
the  crisis:  The  actual  rate  of  housing  starts  nationwide  decreased 
by  almost  44  percent  in  the  last  year.  In  the  Northeast,  the  rate  of 
housing  starts  went  down  by  almost  53  percent;  in  the  great  North 
Central  heartland,  it  was  even  worse,  down  by  57.7  percent.  Even 
in  the  South,  where  building  is  strongest  of  all,  starts  are  down  by 
36  percent. 

The  housing  industry  last  January  reached  its  sixth  consecutive 
month  of  starts  below  a  1-million  annual  housing  units  level — 
which  was  a  slump  twice  as  long  as  the  industry  has  recorded. 

The  effects  are  felt  not  just  in  the  housing  industry  itself,  but  in 
everything  associated  with  it.  The  appliance  manufacturers,  the 
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lumbermen,  the  makers  of  brick  and  pipe,  the  skilled  and  unskilled 
workers  alike,  are  living  through  a  depression  all  their  own. 

The  people  who  sell  houses  for  a  living  are  suffering;  the  people 
who  simply  need  to  sell  their  homes  and  move  on  to  other  opportu- 
nities are  suffering  frustration  and  financial  losses.  No  matter 
what  housing  statistics  you  pull  out,  the  story  is  the  same:  Disas- 
ter. 

The  only  bright  note  I  have  seen  is  the  brave  smile  of  the  con- 
demned— a  note  by  a  housing  economist  that  things  are  so  bad, 
they  are  bound  to  get  better.  There  is  just  no  way  things  could  be 
worse — he  hopes. 

It  would  be  grim  enough  if  all  this  were  curable  just  by  a  reduc- 
tion in  interest  rates,  or  just  by  a  brief  housing  stimulus  program, 
but  the  problem  is  deeper  than  that. 

The  savings  and  loan  industry  is  in  unprecedented  trouble,  which 
means  that  it  has  precious  little  ability  to  provide  mortgage  money, 
no  matter  what  the  interest  rates  are.  What  is  worse,  and  even 
frightening,  is  that  there  is  little  evidence  that  a  reduction  in  the 
cost  of  mortgage  money  would  enable  the  savings  industry  to  recov- 
er in  its  ability  to  provide  mortgage  money,  at  least  in  the  amounts 
that  would  be  needed  to  sustain  a  big  recovery  in  housing  produc- 
tion. 

Housing  is  finance.  The  truth  is,  the  financial  underpinnings  of 
housing  are  rapidly  approaching  a  state  of  collapse.  It  will  be  a 
long  time  before  the  savings  industry  is  going  to  be  able  to  finance 
housing  on  the  scale  of  the  past,  let  alone  on  the  scale  that  the 
next  years  will  require,  in  fact  demand. 

Even  though  the  housing  industry  is  in  a  state  of  depression,  and 
even  though  its  financing  lifeblood  is  threatened  with  collapse,  we 
must  face  a  third  reality,  and  that  is  the  fact  that  housing  demand 
in  this  decade  will  be  unprecedented.  The  number  of  Americans 
who  are  reaching  the  age  of  family  formation,  the  age  at  which 
they  require  housing,  will  be  the  greatest  in  history  during  this 
decade. 

We  need  to  be  able  to  produce  three  times  as  much  housing  as  is 
presently  being  built,  just  to  take  care  of  that  new  demand.  Thus, 
so  far  as  housing  needs  go,  this  decade  requires  more  than  we  have 
ever  before  produced.  Yet  our  ability  to  produce  housing  is  threat- 
ened as  never  before. 

With  all  these  facets  of  crisis  clear  and  indisputable,  you  would 
expect  that  the  executive  branch  of  our  Government  would  be  ex- 
pressing concern,  would  be  coming  forward  with  an  affirmative 
plan  of  action.  After  all,  history  shows  that  no  nation,  not  even  our 
own,  has  been  able  to  provide  for  all  its  housing  needs  without  a 
deliberate,  positive  national  commitment.  It  was  a  national  com- 
mitment for  housing,  a  national  policy  to  provide  housing,  that  in  5 
decades  transformed  the  face  of  this  Nation,  and  made  ours  the 
best  housed  people  in  the  world. 

The  response  of  the  administration,  incredibly,  is  not  to  meet  the 
housing  crisis  at  all,  but  to  shun  all  responsibility  for  any  positive 
effort  at  all. 

When  we  need  to  make  housing  affordable,  the  administration 
budget  calls  for  zero  new  assisted  housing  units  in  rural  areas.  For 
urban  areas,  there  is  provision  made  for  only  100,000  new  units  of 
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assisted  housing  for  the  elderly  and  handicapped,  and  that  only 
after  we  had  to  pounce  on  the  administration  officials — and  a 
throwing  out  of  units  that  are  planned  and  authorized  for  every 
other  housing  program. 

The  result:  In  the  face  of  unprecedented  industry  crisis,  and  in 
the  face  of  unprecedented  need,  there  would  be  a  drop  of  46,000 
housing  starts  below  what  is  now  in  the  pipeline.  It  is  a  program 
that  calls  for  less  than  nothing. 

When  we  need  to  address  the  crisis  of  the  savings  and  loan  in- 
dustry, the  administration  offers  nothing — only  an  endless  wave  of 
mergers  that  do  nothing  to  strengthen  the  industry.  It  is  a  program 
of  marrying  the  weak  to  the  weak,  not  one  of  bringing  the  sick 
back  to  health. 

When  we  need  to  make  housing  affordable  for  moderate  income 
citizens,  the  policy  of  the  administration  is  to  do  nothing,  except 
repeat  pious  hopes  that  interest  rates  will  some  day  go  down — even 
though  they  know  that  the  combination  of  tight  monetary  policy 
and  unprecedented  deficits  cannot  help  but  keep  interest  rates 
beyond  reach,  if  everything  were  told  by  the  monetary  and  fiscal 
leaders  is  true. 

There  has  never  been  a  time  in  the  past  50  years  that  any  ad- 
ministration has  done  more  to  destroy  an  industry  than  the  pres- 
ent one  has  done  to  destroy  housing.  Some  of  this  was  deliberate: 
For  one  of  the  tenets  of  supply  side  economics  is  that  there  has 
been  too  much  credit  tied  up  in  housing — that  this  is  an  industry 
that  has  lived  with  the  protection  and  nurture  of  a  Federal  hot- 
house, and  it  is  time  to  take  housing  out  into  the  cold. 

That  is  why,  in  the  face  of  disaster,  the  administration  policy  is 
to  do  nothing — they  think  housing  is  an  industry  that  needs  to  be 
shrunk  to  pygmy  size — notwithstanding  the  immense  need  for 
housing  production.  Some  of  the  damage  has  been  perhaps  unex- 
pected, the  consequence  of  the  failure  of  economic  realities  to  yield 
to  magic  and  showmanship. 

Politically,  we  are  at  a  crossroads.  We  have  an  administration 
that  is  committed  to  an  antihousing  policy  as  far  as  assistance  to 
the  elderly,  the  poor  and  the  handicapped  is  concerned.  We  have 
an  administration  that  is  committed  to  a  nonhousing  policy,  as  far 
as  middle  America  is  concerned. 

Yet  we  know  that  antihousing  and  nonhousing  will  do  nothing 
except  to  compound  our  needs  and  problems.  An  antihousing  and 
nonhousing  policy  will  send  us  backward,  back  to  an  age  when 
home  ownership  was  a  dream  open  only  to  the  most  fortunate  few, 
back  to  an  age  when  housing  was  inadequate,  overcrowded  and 
overpriced — an  age  that  we  thought  we  had  long  since  left  behind. 

The  administration  has  said,  offer  an  alternative.  The  bill  before 
us  does  just  that.  Even  though  for  more  than  a  year  I  have  shouted 
my  protestation  on  that  demand  of  a  President  who  intimidated 
our  opposition  leaders,  even  into  saying  show  us  an  alternative.  My 
question  to  our  leaders  on  both  sides  a  year  and  a  month  ago  was: 
What  do  you  mean?  It  is  you,  Mr.  President,  that  ought  to  give  us 
the  alternatives  for  what  it  is  you  want  to  kill  that  has  worked, 
like  FHA,  like  the  other  programs  that  have  housed  America.  You 
are  not  giving  us  an  alternative.  You  are  saying  kill  them,  not 
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after  having  hearings  to  consider  and  evaluate,  but  kill  them  be- 
cause of  budgetary  exigencies  and  mathematical  reasons. 

And  all  I  am  saying— and  this  I  said,  let  me  say,  not  only  to  ad- 
ministration spokesmen  but  to  my  own  political  leaders  in  and  out 
of  the  Congress,  that  it  was  a  terrible  mistake  to  get  sucked  into 
that  boob)rtrap.  It  is,  Mr.  President,  that  I  demand,  give  us  alterna- 
tives. 

What  is  his  alternative  to  the  housing  programs  that  have 
housed  America?  Not  for  us,  but  we  are  doing  it  anyway,  and  we 
are  doing  it  this  way,  by  the  bill  you  have  before  us  today. 

The  bill  before  us,  instead  of  a  program  of  tearing  down  housing 
programs,  is  a  program  that  maintains  programs  that  are  needed 
and  that  have  worked  and  have  proved  their  value.  It  is  a  program 
that  offers  better  ways  of  doing  things.  It  is  a  program  that  re- 
sponds to  the  need  of  builders  to  stay  in  business,  to  the  need  of 
moderate  income  people  to  find  affordable  housing,  and  to  the  need 
to  maintain  our  commitment  to  a  genuine  national  housing  pro- 
gram— a  program  that  provides  help  to  those  who  must  have  it,  en- 
couragement to  those  who  need  it,  and  survival  for  an  industry 
that  is  fighting  for  its  very  life. 

We  face  a  serious  choice  this  year.  It  is  not  a  choice  between  loy- 
alty to  a  party  or  commitment  to  the  tenets  of  a  program  that  has 
made  all  these  things  worse.  It  is  a  deeper  choice  than  that.  It  is  a 
question  of  whether  or  not  this  Nation  will  continue  to  deal  with 
its  basic  needs.  It  is  a  question  of  whether  or  not  we  will  act  where 
we  need  to  act,  and  to  act  in  a  responsible  way  to  meet  a  basic  na- 
tional responsibility. 

Housing  is  as  basic  a  need  as  any.  Housing  is  as  basic  a  responsi- 
bility as  any.  Our  choice  is  simply  this,  to  meet  that  need  and  take 
up  that  responsibility,  or  not. 

The  bill  before  us  is  an  affirmative  answer.  It  is  a  comprehensive 
approach.  It  is  a  reaffirmation  of  an  historic  and  successful  nation- 
al commitment.  It  is  a  positive  program.  It  is  the  bare  minimum  of 
what  we  need,  simply  to  keep  from  sliding  backward. 

I  had  to  compromise  there  in  putting  my  name  on  this  bill.  In 
going  through  the  States  last  year,  we  had  hearings  from  the  East- 
ern Shore  to  California.  There  is  a  desperate  crying  need  from  the 
people,  and  I  see  it  in  my  own  district  as  well. 

This  bill  is  just  a  minimum  that  even  I  feel  realistically  is  not 
enough.  But  I  am  realistic  enough  to  know  the  political  limits,  and 
I  am  proud  to  say  that  at  least  we  have  the  coherent,  unified  sup- 
port of  the  majority  members  of  this  subcommittee  on  this  bill. 

So  the  choice  is  simple:  A  housing  program  or  an  antihousing 
program.  The  outlook  is  clear,  the  policy  of  the  administration  is 
plainly  to  dismantle  housing  programs  without  regard  to  need  or 
merit,  and  the  initiative  rests  with  this  subcommittee.  If  we  are  to 
have  a  realistic  housing  policy,  this  is  where  it  must  begin,  here  in 
this  room,  and  at  this  moment. 

[Chairman  Gonzalez'  opening  statement,  along  with  the  text  of 
H.R.  5731  and  a  summary  of  the  major  provisions  of  the  bill, 
follow:] 
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March  16,  1982 


Chairman  Gonzalez*  Opening  Statement 

Today  we  are  beginning  hearings  on  the 
Housing  and  Community  Development  Act  of  1982,  H.  R.  5731. 

There  can  be  no  question  that  the  housing  industry 
is  in  a  state  of  crisis,  but  let  there  be  no  mistake:  this  is 
more  than  a  temporary  interest  rate  crunch.  We  are  faced  with 
something  much  more  fundamental  than  that.  The  blunt  truth  is 
that  this  year  the  nation  must  decide  whether  or  not  it  will 
maintain  its  commitment  to  a  national  housing  policy--  whether 
or  not  we  will  address  the  ills  of  the  industry,  and  whether  or  not  we 
will  continue  our  historic  effort  to  provide  safe,  derent,  and 
affordable  housing  for  the  American  people. 

The  dismal  housing  production  figures  show  one  dimension 
of  the  crsis:  the  actual  rate  of  housing  starts  nationwide  decreased 
by  almost  44  per  cent  in  the  last  year.  In  the  Northeast,  the  rate 
of  housing  starts  went  down  by  almost  53  per  cent;  in  the  great 
North  Central  heartland,  it  was  even  worse,  down  by  57.7  per  cent. 
Even  in  the  south,  where  building  is  strongest  of  all,  starts  are 
down  by  36  per  cent. 

The  housing  industry  last  January  reached  its  sixth 
consecutive  month  of  starts  below  a  one  million  annual  housing 
units  level--  which  was  a  slump  twice  as  long  as  the  industry 
has  recorded. 

The  effects  are  felt  not  just  in  the  housing  industry 
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itself,  but  in  everything  associated  with  it.  The  appliance 
manufacturers,  the  lumbermen,  the  makers  of  brick  and  pipe, 
the  skilled  and  unskilled  workers  alike,  are  living  through 
a  depression  all  their  own. 

The  people  who  sell  houses  for  a  living  are 
suffering;  the  people  who  simply  need  to  sell  their  homes  and 
move  on  to  other  opportunities  are  suffering  frustration  and 
financial  losses. 

No  matter  what  housing  statistic  you  pull  out,  the 
story  is  the  same:  disaster. 

The  only  bright  note  I  have  seen  is  the  brave  smile 
of  the  condemned--  a  note  by  a  housing  economist  that  things  are  so 
bad,  they  are  bound  to  get  better.  There  is  just  no  way  things  could 
be  worse--  he  hopes. 

It  would  be  grim  enough  if  all  this  were  curable  just 
by  a  reduction  in  interest  rates,  or  just  by  a  brief  housing  stimulus 
program,  but  the  problem  is  deeper  than  that. 

The  savings  and  loan  industry  is  in  unprecedented  trouble, 
which  means  that  it  has  precious  little  ability  to  provide  mortgage 
money,  no  matter  what  the  interest  rates  are.  What  is  worse,  and- 
<>ven  frightening,  is  that  there  is  little  evidence  that  a  reduction 
in  the  cost  of  mortgage  money  would  enable  the  savings  industry  to 
recover  in  its  ability  to  provide  mortgage  money,  at  least  in  the 
amounts  that  would  be  needed  to  sustain  a  big  recovery  in  housing 
production. 

Housing  is  finance.  The  truth  is,  the  financial  underpinnings 
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of  housing  are  rapidly  approaching  a  state  of  collapse.  It  will 
be  a  long  time  before  the  savings  industry  is  going  to  be  able 
to  finance  housing  on  the  scale  of  the  past,  let  alone  on  the 
scale  that  the  next  years  will  require. 

Even  though  the  housing  industry  is  in  a  state  of 
depression,  and  even  though  its  financing  lifeblood  is  threatened 
with  collapse,  we  must  face  a  third  reality,  and  that  is  the  fact 
that  housing  demand  in  this  decade  will  be  unprecedented.  The  number 
of  Americans  who  are  reaching  the  age  of  family  formation,  the  age 
at  which  they  require  housing,  will  be  the  greatest  in  history  during 
this  decade.  We  need  to  be  able  to  produce  three  times  as  much  housing 
as  is  presently  being  built,  just  to  take  care  of  that  new  demand. 
Thus,  so  far  as  housing  needs  go,  this  decade  requires  more  than 
we  have  ever  before  produced.  Yet  our  ability  to  produce  housing 
is  threatened  as  never  before. 

With  all  these  facets  of  crisis  clear  and  indisputable, 
you  would  expect  that  the  Executive  branch  of  our  government  would 
be  expressing  concern,  would  be  coming  forward  with  an  affirmative 
plan  of  action.  After  all,  history  shows  that  no  nation,  not  even 
our  own,  has  been  able  to  provide  for  all  its  housing  needs  without 
a  deliberate,  positive  national  commitment.  It  was  a  national 
commitment  for  housing,  a  national  policy  to  provide  housing,  that 
In  five  decades  transformed  the  face  of  this  nation,  and  made  ours 
the  best  housed  people  inithe  world. 
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The  response  of  the  Administration,  incredibly,  is 
not  to  meet  the  housing  crisis  at  all,  but  to  shun  all  responsibility 
for  any  positive  effort  at  all. 

When  we  need  to  make  housing  affordable,  the  Administration 
budget  calls  for  zero  new  assisted  housing  units  in  rural  areas.  For 
urban  areas,  there  is  provision  made  for  only  10,000  new  units 
of  assisted  housing  for  the  elderly  and  handicapped--  and  a  throwing 
out  of  units  that  are  planned  and  authorized  for  ewery   other  housing 
program.  The  result:  in  the  face  of  unprecedented  industry  crisis, 
and  in  the  face  of  unprecedented  need,  there  would  be  a  drop  of 
46,000  housing  starts  below  what  is  now  in  the  pipeline.  It  is  a  program 
that  calls  for  less  than  nothing. 

When  we  need  to  address  the  crisis  of  the  savings  and 
loan  industry,  the  Administration  offers  nothing--  only  an  endless 
wave  of  mergers  that  do  nothing  to  strengthen  the  industry.  It  is  a 
program  of  marrying  the  weak  to  the  weak,  not  one  of  bringing  the 
sick  back  to  health. 

When  we  need  to  make  housing  affordable  for  moderate  income 
citizens,  the  policy  of  the  Administration  is  to  do  nothing,  except 
repeat  pious  hopes  that  interest  rates  will  some  day  go  down--  even  though 
they  know  that  the  combination  of  tight  monetary  policy  and  unpredecented 
deficits  cannot  help  but  keep  interest  rates  beyond  reach. 

There  has  never  been  a  time  in  the  past  fifty  years  that 
any  Administration  has  done  more  to  destroy  an  industry  than  the 
present  one  has  done  to  descroy  housing.  Some  of  this  was  deliberate: 
for  one  of  the  tenets  of  supply-side  economics  is  that  there  has  been 
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too  much  credit  tied  up  in  housing--  that  this  is  an  industry  that 
has  lived  with  the  protetion  and  A/urture  of  a  Federal  hothouse, 
and  it  is  time  to  take  housing  out  into  the  cold.  That  is  why,  in 
the  face  of  disaster,  the  Administration  policy  is  to  do  nothing-- 
they  think  housing  is  an  industry  that  needs  to  be  shrunk  to  pygmy 
size--  notwithstanding  the  immense  need  for  housing  production. 
Some  of  the  damage  has  been  perhaps  unexpected,  the  consequence  of 
the  failure  of  economic  realities  to  yield  to  magic  and  showmanship. 

Politically,  we  are  at  a  crossroads:  we  have  an  Administration 
that  is  committed  to  an  anti-housing  policy  as  far  as  assistance  to 
the  elderly,  the  poor  and  the  handicapped  is  concerned.  We  have  an 
Administration  that  is  committed  to  a  non-housing  policy,  as  far  as 
middle  America   is  concerned. 

Yet  we  know  that  anti-housing  and  non-housing ^will  do  nothing 
except  to  compound  our  needs  and  problems.  An  anti-housing  and  non-housin 
policy  will  send  us  backward,  back  to  an  age  when  homeownership  was 
a  dream  open  only  to  the  most  fortunate  few,  back  t^an  age  when 
housing  was  inadequate,  oVercrowded  and  overpriced--  an  age  that 
we  thought  we  had  long  since  left  behind. 

The  Administration  has  said,  "offer  an  alternative." 

The  bill  before  us  does  just  that.  Instead  of  a  program 
of  tearing  down  housing  programs,  it  is  a  program  that  maintains  programs 
that  are  needed  and  that  work.  It  is  a  program  that  offers  better  ways 
of  doing  things.  It  is  a  program  that  responds  to  the  need  '^f 
builders  to  stay  in  business,  to  the  need  of  moderate  income  people 
to  find  affordable  housing,  and  to  the  need  to  maintain  our  commitment 
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to  a  genuine  national  housing  program--  a  program  that  provides 
help  to  those  who  must  have  it,  encouragement  to  those  who  need  it, 
and  survival  for  an  industry  that  is  fighting  for  its  very  life. 

We  face  a  serious  choice  this  year:  it  is  not  a  choice 
between  loyalty  to  a  party  or  commitment  to  the  tenets  of  a  program 
that  has  made  all  things  worse.  It  is  a  deeper  choice  than  that.  It 
is  a  question  of  whether  or  not  this  nation  will  continue  to  deal 
with  its  basic  needs.  It  is  a  question  of  whether  or  not  we  will 
act  where  we  need  to  act,  and  to  act  in  a  responsible  way  to  meet 
a  basic  national  responsibility. 

Housing  is  as  basic  a  need  as  any.  Housing  is  as  basic 
a  responsibility  as  any.  Our  choice  is  simply  this:  to  meet  that  need 
and  take  up  that  responsibility,  or  not. 

The  bill  before  us  is  an  affirmative  answer:  it  is  a 
comprehensive  approach.  It  is  a   reaffirmation  of  an  historic  and 
succesful  national  commitment.  It  is  a  positive  program.  It  is  the 
bare  minimum  of  what  we  need,  simply  to  keep  from  sliding  backward. 

The  choice  is  simple:  a  housing  program  or  an  anti-housing 
program.  The  outlook  is  clear,  the  policy  of  the  Administration  plainly 
to  dismantle  housing  programs  without  regard  to  need  or  merit,  and 
the  initiative  rests  with  us  in  this  Subcommittee.  If  we  are  to  have 
a  realistic  housing  policy,  this  is  where  it  must  begin--  here,  in 
this  room,  and  at  this  moment. 
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97th  CONGBESS 
2d  Session 


H.R.5731 


To  amend  and  extend  certain  Federal  laws  which  establish  housing  and  communi- 
ty and  neighborhood  development  and  preservation  programs,  and  for  other 
purposes. 


IN  THE  HOUSE  OP  REPRESENTATIVES 

Mabch  4,  1982 
Mr.  Gonzalez  (for  himself,  Mr.  St  Germain,  Mr.  Fauntboy,  Mr.  Pattebson, 
Mr.  LaFalce,  Mr.  Blanchabd,  Mr.  Evans  of  Indiana,  Mr.  Lundine,  Ms. 
Oakab,  Mr.  Vbnto,  Mr.  Gabcia,  Mr.  Lowby  of  Washington,  Mr.  Hub- 
babd,  Mr.  D'Amoubs,  Mr.  Schumeb,  Mr.  Fbank,  Mr.  William  J. 
Cotne,  Mr.  Hoteb,  and  Mr.  Williams  of  Montana)  introduced  the  follow- 
ing bill;  which  was  referred  to  the  Committee  on  Banking,  Finance  and 
Urban  Affairs 


A  BILL 

To  amend  and  extend  certain  Pederal  laws  which  establish 
housing  and  community  and  neighborhood  development  and 
preservation  programs,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SHORT  TITLE 

4  Section  1.  This  Act  may  be  cited  as  the  ''Housing  and 

5  Conmiunity  Development  Amendments  of  1982''. 


•8-W6    0~82 2 


Digitized  by  VjOOQIC 


12 


2 

1  TITLE  I— COMMUNITY  AND  NEIGHBORHOOD 

2  DEVELOPMENT  AND  CONSERVATION 

3  COMMUNITY  DEVELOPMENT 

4  Sec.  101.  Section  108(a)  of  the  Housing  and  Communi- 

5  ty  Development  Act  of  1974  is  amended  by  striking  out 

6  "1981"  and  "$300,000,000"  in  the  third  sentence  and  in- 

7  serting  in  lieu  thereof  "1983"  and  "$225,000,000",  respec- 

8  tively. 

9  REHABILITATION  LOANS 

10  Sec.  102.  Section  312(d)  of  the  Housing  Act  of  1964  is 

11  amended — 

12  (1)  by  striking  out  "and"  after  "1979"; 

13  (2)  by  inserting  "and  not  to  exceed  $5,500,000 

14  for  the  fiscal  year  beginning  on  October   1,   1982," 

15  after  "1980,"  in  the  first  sentence;  and 

16  (3)  by  striking  out  "$210,000,000"  and  "1980" 

17  in   the   third   sentence   and  inserting  in  lieu   thereof 

18  "$69,000,000"  and  "1982",  respectively;  and 

19  (4)  by  adding  the  following  new  sentence  at  the 

20  end  thereof:  "Of  the  amount  available  for  loans  under 

21  this  section  during  any  fiscal  year  beginning  on  or  after 

22  October  1,  1982,  the  Secretary  shall  utilize  at  least  60 

23  percent  of  such  amount  for  rehabilitation  loans  for  one- 

24  to  four-family  dwelling  units.". 
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1  NEIGHBORHOOD  BEINVESTMENT  GOBPOBATION 

2  Sec.  103.  Section  608(a)  of  the  Neighborhood  Reinvest- 

3  ment  Corporation  Act  is  amended — 

4  (1)  by  striking  out  "and"  after  "1981,";  and 

5  (2)  by  inserting  the  following  before  the  period  at 

6  the  end  thereof:  ",  and  not  to  exceed  $15,512,000  for 

7  fiscal  year  1983". 

8  TITLE  n— ASSISTED  HOUSING 

9  LOW  INCOME  HOUSING  AUTHOBIZATION 

10  Sec.  201.  (a)  Section  5(c)  of  the  United  States  Housing 

11  Act  of  1937  is  amended — 

12  (1)  by  striking  out  "and"  after  "1980,"  in  the 

13  first  sentence  of  paragraph  (1); 

14  (2)  by  inserting  the  following  before  the  period  at 

15  the  end  of  the  first  sentence  of  paragraph  (1):  "and  by 

16  $807,996,000  on  October  1,  1982"; 

17  (3)  by  striking  out  "and"  after  "1980"  in  the 

18  second  sentence  of  paragraph  (1); 

19  (4)  by  inserting  the  following  before  the  period  at 

20  the  end  of  the  second  sentence  of  paragraph  (1):  "and 

21  $12,534,079,000  with  respect  to  the  additional  author- 

22  ity  provided  on  October  1,  1982"; 

23  (5)  by  redesignating  paragraphs  (4),  (5),  and  (6)  as 

24  paragraphs  (5),  (6),  and  (7),  respectively; 
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1  (6)  by  striking  out  subparagraph  (C)  of  paragraph 

2  (3); 

3  (7)  by  adding  the  following  new  paragraph  after 

4  paragraph  (3): 

5  ''(4)(A)  Of  the  additional  authority  approved  in  appropri- 

6  ation  Acts  and  made  available  on  October  1,  1982,  the  Sec- 

7  retary    shall    enter    into    contracts    aggregating    at    least 

8  $85,000,000  for  assistance  to  projects  under  section  14. 

9  ''(B)  Of  the  balance  of  such  additional  authority  ap- 

10  proved  in  appropriation  Acts  and  made  available  on  October 

11  1,  1982,  which  remains  after  deducting — 

12  "(i)  the  amount  to  be  provided  for  assistance  to 

13  projects  under  section  14; 

14  ''(ii)  the  amount  to  be  utilized  to  amend  contracts 

15  entered  into  in  prior  fiscal  years; 

16  "(iii)  the  amount  to  be  utilized  to  convert  assist- 

17  ance  made  available  under  section  23  of  this  Act  (as  in 

18  effect  prior  to  the  effective  date  of  section  201(a)  of  the 

19  Housing  and  Conmiunity  Development  Act  of  1974), 

20  section  101  of  the  Housing  and  Urban  Development 

21  Act  of  1965,  or  section  236(f)(2)  of  the  National  Hous- 

22  ing  Act  to  assistance  made  available  under  section  8  of 

23  this  Act;  and 

24  "(iv)  the  amount  to  be  utilized  to  convert  assist- 

25  ance  made  available  under  the  new  construction  or 
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1  substantial  rehabilitation  program  under  section  8  to 

2  the  existing  housing  program  under  such  section, 

3  the  Secretary  may  not  enter  into  contracts  aggregating — 

4  ''(D  more  than  41.3  per  centum  of  such  balance 

5  for  existing  units  assisted  under  section  8,  including  as- 

6  sistance  provided  under  subsection  (j)  of  such  section; 

7  and 

8  "(II)  more  than  58.7  per  centum  of  such  balance 

9  for  newly  constructed  and  substantially  rehabilitated 

10  units    assisted   under    this    Act,    of   which    at   least 

11  $102,853,000  shall  be  made  available  for  such  units 

12  assisted  under  this  Act  other  than  section  8. 

13  ''(C)  Not  more  than  $173,485,000  of  such  additional 

14  authority  approved  in  appropriation  Acts  and  made  available 

15  on  October  1,   1982,  which  remains  after  deducting  the 

16  amount  to  be  provided  for  assistance  to  projects  under  section 

17  14  may  be  utilized  to  convert  assistance  under  any  other  pro- 

18  vision  of  law  to  assistance  under  section  8  of  this  Act.";  and 

19  (8)  by  adding  the  following  new  paragraph  at  the 

20  end  thereof: 

21  ''(8)  In  the  case  of  any  authority  which  is  authorized  by 

22  this  section  and  has  been  allocated  for  any  fiscal  year  under 

23  section  213(d)  of  the  Housing  and  Conmiunity  Development 

24  Act  of  1974  to  a  public  housing  agency  for  use  with  respect 

25  to  units  to  be  assisted  other  than  under  section  8  or  section 
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1  14,  the  public  housing  agency  may  use  part  or  all  of  such 

2  authority  for  operation  of  lower  income  housing  projects  in 

3  accordance  with  section  9/'. 

4  (b)  Section  9(c)  of  such  Act  is  amended — 

5  (1)  by  striking  out  "and"  after  "1980,";  and 

6  (2)  by  inserting  before  the  period  at  the  end  there- 

7  of  the  following:  ",  and  not  to  exceed  $1,600,000,000 

8  on  or  after  October  1,  1982". 

9  OTHER  AMENDMENTS  TO  THE  1937  ACT 

10  Sec.  202.  (a)(1)  Section  8(cKl)  of  the  United  States 

11  Housing  Act  of  1937  is  amended  by  inserting  the  following 

12  new  sentence  after  the  third  sentence  thereof:  "In  determin- 

13  ing  the  initial  maximum  monthly  rent  for  any  newly  con- 

14  structed  or  substantially  rehabilitated  units  for  which  contract 

15  authority  was  reserved  in  fiscal  year  1982  or  prior  fiscal 

16  years  and  which  have  incurred  increased  development  costs 

17  as  a  result  of  increased  interest  rates,  the  Secretary  shall 

18  include  in  the  determination  of  the  fair  market  rental  a  factor 

19  reflecting  such  increased  costs;  except  that  in  calculating 

20  such  increased  costs  the  Secretary  shall  not  take  into  consid- 

21  eration  any  interest  rate  to  the  extent  to  which  it  exceeds  14 

22  per  centum  per  annum.". 

23  (2)  The  amendment  made  by  paragraph  (1)  shall  apply 

24  only  with  respect  to  assistance  contracts  entered  into  on  or 

25  after  the  date  of  enactment  of  this  Act. 
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1  (b)  Section  9(d)  of  such  Act  is  amended — 

2  (1)  by  inserting  "(1)"  after  "(d)";  and 

3  (2)  by  adding  the  following  new  paragraph  at  the 

4  end  thereof: 

5  "(2)  If,  in  any  focal  year  after  fiscal  year  1982,  the 

6  funds  which  have  been  appropriated  for  such  year  for  use 

7  under  this  section  are  less  than  the  total  amount  which  the 

8  Secretary  has  determined  is  necessary  to  make  payments 

9  pursuant  to  the  standards  or  formula  established  under  sub- 

10  section  (a)(1)  for  such  year,  any  revision  of  the  amounts  to  be 

11  paid  public  housing  agencies  as  a  result  of  such  deficiency 

12  shall  be  considered  a  rulemaking  activity  of  the  Secretaiy 

13  and  shall  be  subject  to  section  553  of  title  5,  United  States 

14  Code,  and  to  section  7(o)  of  the  Department  of  Housing  and 

15  Urban  Development  Act.". 

16  OPERATING  ASSISTANCE  FOB  TBOUBLED  ICULTIFAMILT 

17  HOUSING  PROJECTS 

18  Sec.  203.  (a)  Section  201(j)  of  the  Housing  and  Com- 

19  munity  Development  Amendments  of  1978  is  amended — 

20  (1)  by  striking  out  ''and"  in  the  first  sentence 

21  after  "1981,";  and 

22  (2)  by  inserting  the  following  before  the  period  at 

23  the   end   of   such   sentence:    '',    and  not   to   exceed 

24  $32,000,000  for  the  fiscal  year  1983". 
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1  (b)  Section  236(0(3)  of  the  National  Housing  Act  is 

2  amended  by  striking  out  ''September  30,  1982"  in  the  third 

3  sentence  and  inserting  in  lieu  thereof  ''September  30,  1983". 

4  HOU8INO  FOB  THE  ELDEBLT  AND  HANDICAPPED 

5  Sec.  204.  (a)  Section  202(a)(4)(BKi)  of  the  Housing  Act 

6  of  1959  is  amended — 

7  (1)  by  striking  out  "and"  after  "1980,"  in  the 

8  first  sentence; 

9  (2)  by  inserting  ",  and  to  $6,346,220,000  on  Oc- 

10  tober  1,  1982,"  after  "1981"  in  such  sentence;  and 

11  (3)  by  inserting  the  following  before  the  period  at 

12  the  end  of  the  second  sentence:  ";  except  that  such  in- 

13  terest  rate  shall  not  exceed  9.25  percent  per  annum". 

14  (b)  Section  202(a)(4K0)  of  the  Housing  Act  of  1959  is 

15  amended  by  striking  out  "$850,848,000"  and  "1982"  in  the 

16  second  sentence  and  inserting  "$770,100,000"  and  "1983", 

17  respectively. 

18  GOVERNMENT  NATIONAL  MOBTGAOE  ASSOCIATION 

19  Sec.  205.  (a)  Section  305(c)  of  the  Federal  National 

20  Mortgage  Association  Charter  Act  is  amended — 

21  (1)  by  striking  out  "and"  after  "1980,";  and 

22  (2)  by  inserting  the  following  before  the  period  at 

23  the  end  thereof:  ",  and  by  $1,216,600,000  on  October 

24  1,  1982". 
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1  (b)  Section  305(k)  of  such  Act  is  amended  to  read  as 

2  follows: 

3  "(k)  During  fiscal  year  1983,  the  Association  may  not 

4  enter  into  commitments  to  purchase  under  this  section  mort- 

5  gages  with  an  aggregate  principal  amount  in  excess   of 

6  $1,973,000,000.". 

7  TITLE  m— HOUSING  PRODUCTION  PROGRAMS 

8  PABT  A — ONE-  TO  FOUB-FAMILY  HOUSING  PRODUCTION 

9  PBOGBAM 

10  Sec.  301.  (a)  Section  235(h)(1)  of  the  National  Housing 

11  Act  is  amended — 

12  (1)  by  striking  out  "The"  in  the  second  sentence 

13  and  inserting  in  lieu  thereof  "Except  as  provided  in 

14  subsection  (q),  the"; 

15  (2)  by  striking  out  "and"  after  "1971,"  in  the 

16  second  sentence; 

17  (3)  by  inserting  the  following  before  the  period  at 

18  the  end  thereof:  ",  and  by  $36,700,000  on  October  1, 

19  1982;  the  aggregate  amount  which  may  be  obligated 

20  over  the  duration  of  the  contracts  entered  into  with  the 

21  additional  authority  provided  on  October  1,  1982,  may 

22  not  exceed  $1,100,000,000";  and 

23  (4)  by  fitriking  out  the  last  two  sentences  thereof. 


Digitized  by  VjOOQIC 


20 


10 

1  (b)  Section  235(n)  of  such  Act  is  amended  by  inserting 

2  "(50  per  centum  in  the  case  of  units  assisted  under  subsection 

3  (q))''  after  "40  per  centum''. 

4  (c)  Section  235(q)(l)  of  such  Act  is  amended — 

5  (1)  by  striking  out  the  tirst  sentence  and  inserting 

6  in  lieu   thereof  the  following:    "Notwithstanding  any 

7  other  provision  of  this  section  except  subsection  (n),  the 

8  Secretary  shall,  to  the  extent  authorized  in  appropri- 

9  ations  Acts,  make  and  enter  into  contracts  to  make  pe- 

10  riodic  assistance  pa3rments  on  behalf  of  homeowners, 

11  including  owners  of  manufactured  homes  or  individual 

12  units  in  a  condominium  or  cooperative  project,  to  mort- 

13  gagees  or  other  lenders  holding  mortgages,  loans,  or 

14  advances  of  credit  which  meet  the  requirements  of  this 

15  subsection."; 

16  (2)  by  striking  out  "or  at  such  earlier  date"  in  the 

17  last  sentence  and  all  that  follows  in  such  sentence 

18  through  "no  longer  present,";  and 

19  (3)  by  adding  the  following  new  sentence  at  the 

20  end  thereof:  "In  addition  to  the  contracts  authorized  in 

21  subsection  (h)(1),  the  Secretary  shall,  to  the  extent  ap- 

22  proved   in    appropriation   Acts,    enter   into    contracts 

23  under  this  subsection  with  respect  to  fiscal  year  1983; 

24  the  aggregate  amount  paid  per  annum  pursuant  to  such 

25  contracts  shall  not  exceed  $350,0(X),0(X),  and  the  ag- 
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1  gregate  amount  which  may  be  obligated  over  the  dura- 

2  tion      of      such      contracts       may      not      exceed 

3  $3,500,000,000.". 

4  (d)  Section  235(q)(10)  of  such  Act  is  amended — 

5  (1)  by  inserting  the  following  before  the  semicolon 

6  at  the  end  of  subparagraph  (A):  '',  or  in  the  case  of  an 

7  individual  unit  in  a  condominium  or  cooperative  proj- 

8  ect,  be  a  first  lien  or  first  mortgage  described  in  section 

9  203(n)(2)(A)  or  234(b)'';  and 

10  (2)  by  inserting  the  foUovdng  before  the  semicolon 

11  at  the  end  of  subparagraph  (D):  "or  in  the  case  of  an 

12  individual  unit  in  a  condominium  project,  which  does 

13  not  exceed  100  per  centum  of  the  applicable  maximum 

14  principal  obligation  of  a  mortgage  which  may  be  in- 

15  sured  in  the  area  pursuant  to  section  234(c)'\ 

16  (e)  Section  235(q)(14)  of  such  Act  is  amended  by  adding 

17  the  following  new  sentence  at  the  end  thereof:  "All  funds 

18  received  from  recaptures  under  this  subsection  shall  be  uti- 

19  Hzed  in  accordance  vnth  paragraph  (16).*'. 

20  (f)  Section  235(q)  of  such  Act  is  amended  by  adding  the 

21  following  new  paragraphs  at  the  end  thereof: 

22  "(16)(A)  There  is  hereby  created  a  fund  to  be  used  in 

23  accordance  vdth  this  paragraph.  There  shall  be  deposited  into 

24  such  fund  all  amounts  recaptured  pursuant  to  paragraph  (14). 
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1  "(B)  Such  fund  shall  be  utilized,  to  the  extent  approved 

2  in  appropriation  Acts,  for  the  purpose  of  making  pa3rments 

3  pursuant  to  contracts  described  in  paragraph  (17)(B). 

4  "(C)  Money  in  the  fund  not  needed  for  current  oper- 

5  ations  shall  be  invested  in  direct  obligations  of  the  United 

6  States  or  obligations  guaranteed  by  the  United  States. 

7  "(17)(A)  Except  as  provided  in  subparagraph  (B),  pay- 

8  ments  on  behalf  of  any  mortgagor  under  this  subsection  may 

9  not  exceed  10  years. 

10  "(B)  In  the  case  of  any  mortgagor  who,  as  determined 

11  by  the  Secretary,  is  unable  to  assume  full  pa3niients  required 

12  by  the  mortgage  after  10  years  of  receiving  assistance  under 

13  this  subsection,  the  Secretary  shall  enter  into  a  contract  to 

14  provide  continued  assistance  to  the  mortgagor  under  this  sub- 

15  section  by  utilizing  the  fund  described  in  paragraph  (16)(A).". 

16  PaBT  B — MULTIPAMILY  HOUSING  PRODUCTION  PbOOBAM 

17  SHORT  TITLE 

18  Sec.  311.  This  part  may  be  cited  as  the  "Rental  Hous- 

19  ing  Production  and  Rehabilitation  Act  of  1982". 

20  STATEMENT  OP  PURPOSE  AND  AUTHORITY 

21  Sec.  312.  (a)  The  purpose  of  this  part  is  to  increase  the 

22  Nation's  stock  of  rental  and  cooperative  housing  and  to 

23  reduce  the  housing  costs  of  the  residents  of  such  housing  by 

24  encouraging  the  construction  and  rehabilitation  of  multifamily 

25  rental  housing  projects  and  cooperative  housing  projects  for 
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1  families  and  individuals  without  other  reasonable  and  afforda- 

2  ble  housing  alternatives  in  the  private  market. 

3  (b)  The  Secretary  of  Housing  and  Urban  Development 

4  (hereafter  referred  to  in  this  part  as  the  "Secretary")  shall,  to 

5  the  extent  approved  in  appropriation  Acts,  provide  financial 

6  assistance  to  carry  out  the  piirpose  of  this  part  with  respect 

7  to  multifamily  rental  housing  and  multifamily  cooperative 

8  housing  if  such  cooperative  housing  is  owned  by  limited  divi- 

9  dend  corporations,  private  nonprofit  corporations,  or  other 

10  nonprofit  corporations  or  limited  dividend  entities  eligible 

11  under  section  221  (d)(3)  or  (e)  of  the  National  Housing  Act. 

12  (c)  Such  assistance  shall  be  made  available  by  the  Sec- 

13  retary  to  States,  units  of  local  government,  or  designated 

14  agencies  of  States  or  units  of  local  government  which  apply 

15  for  such  assistance  in  a  form  and  manner  prescribed  by  the 

16  Secretary  and  which  are  selected  for  such  assistance  on  the 

17  basis  of  the  eligibility  and  selection  criteria  and  other  condi- 

18  tions  set  forth  in  this  part. 

19  (d)  States,  units  of  local  government,  or  agencies  thereof 

20  which  receive  such  assistance  shall  utilize  it  to  stimulate  the 

21  construction  or  rehabilitation  of  rental  or  cooperative  housing 

22  projects  described  in  subsection  (b)  by  providing — 

23  <1)  capital  grants; 

24  (2)  loans; 

25  (3)  interest  reduction  payments; 
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1  (4)  grants  to  finance  the  purchase  of  land;  or 

2  (5)  other  comparable  assistance,  which  the  Secre- 

3  tary  deems  appropriate  to  carry  out  the  purposes  of 

4  this  part,  designed  to  reduce  project  debt  service  cost. 

5  ABEA  ELIGIBILITY  CEITEBLA. 

6  Sec.  313.  To  be  eligible  for  assistance  under  this  part,  a 

7  project  must  be  located  in  an  area  which  is  experiencing  a 

8  severe  shortage  of  decent  rental  housing  opportunities  for 

9  families  and  individuals  without  other  reasonable  and  afforda- 

10  ble  housing  alternatives  in  the  private  market.  The  Secretary 

11  shall  issue  regulations,  consistent  with  the  preceding  sen- 

12  tence,  which  set  forth  minimum  standards  for  determining 

13  areas  eligible  for  assistance.  Such  standards  shall  take  into 

14  account  the  extent  and  change  in  the  level  of  poverty,  hous- 

15  ing  overcrowding,  the  amount  and  duration  of  rental  housing 

16  vacancies,  the  amount  of  substandard  rental  housing,  the 

17  extent  of  rental  housing  production  lag,  and  such  other  objec- 

18  tively  measurable  conditions  specified  by  the  Secretary  which 

19  are  consistent  with  the  first  sentence  of  this  section. 

20  PBOJECT  SELECTION  CBITEBLA. 

21  Sec.  314.  In  selecting  projects  for  assistance  under  this 

22  part  from  among  the  eligible  projects,  the  Secretary  shall 

23  make  such  selection  on  the  basis  of  the  extent — 

24  (1)  to  which  the  project  or  projects  described  in 

25  the  application  reduce  the  severe  shortage  of  decent 
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1  rental  housing  opportunities  in  the  area  for  families  and 

2  individuals   without   other   reasonable   and   affordable 

3  housing  alternatives  in  the  private  market; 

4  (2)  of  non-Federal  public  and  private  financial  or 

5  other  contributions  which  reduce  the  cost  of  the  project 

6  or  projects; 

7  (3)  to  which  the  project  or  projects  contribute  to 

8  neighborhood  development  and  mitigate  displacement; 

9  (4)  to  which  the  applicant  has  established  a  satis- 

10  factory  performance  in  meeting  assisted  housing  needs; 

11  and 

12  (5)  to  which  the  assistance  requested  from  the 

13  Secretary  will  provide  the  maximum  number  of  units 

14  for  the  least  cost,  taking  into  consideration  cost  differ- 

15  ences  among  different  areas  and  differences  among  the 

16  types  of  projects  and  tenants  being  served. 

17  ALLOCATION  OP  ASSISTANCE 

18  Sec.  315.  In  providing  assistance  under  this  part,  the 

19  Secretary   shall   seek   to   assure   a  reasonable   distribution 

20  among  eligible  areas  in  different  geographic  regions,  between 

21  metropolitan  and  nonmetropolitan  areas,  and  between  States 

22  and  units  of  local  government  or  their  designated  agencies, 

23  based  on  the  Secretary's  determination  of  the  prior  and  cur- 

24  rent  capacities  of  those  entities  to  develop  and  implement 

25  housing  initiatives.  In  addition,  the  Secretary  shall  make  a 
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1  reasonable  distribution  of  assistance  among  newly  constnict- 

2  ed,  substantially  rehabilitated,  and  moderately  rehabilitated 

3  projects  on  the  basis  of  local  housing  needs  and  prevailing 

4  local  housing  market  conditions  identified  in  the  application 

5  for  assistance. 

6  AMOUNT  OP  ASSISTANCE 

7  Sec.  316.  The  amount  of  assistance  provided  under  this 

8  part  with  respect  to  a  project  shall  be  the  least  amount  which 

9  the  Secretary  determines  is  necessary  to  provide,  through  the 

10  construction  or  rehabilitation  of  such  project,  decent  rental  or 

11  cooperative  housing  of  modest  design  which  is  affordable  for 

12  families  and  individuals  without  other  reasonable  and  afforda- 

13  ble  housing  alternatives  in  the  private  market,  including  an 

14  amount  necessary  to  make  rents  for  units  described  in  section 

15  317(a)(2)  affordable  for  persons  and  families  whose  income 

16  does  not  exceed  80  per  centum  of  the  median  income  of  the 

17  area. 

18  TEEMS  AND  CONDITIONS  OF  ASSISTANCE 

19  Sec.  317.  (a)  Assistance  under  this  part  may  be  pro- 

20  vided  with  respect  to  a  project  only  if — 

21  (1)  the  owner  has  entered  into  such  agreements 

22  with  the  Secretary  as  may  be  necessary  to  assure  com^ 

23  pliance  with  the  requirements  of  this  section,  to  assure 

24  financial  feasibility  of  the  project,  and  to  carry  out  the 

25  other  provisions  of  this  part; 
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1  (2)  the  owner  agrees  that,  during  the  fifteen-year 

2  period  beginning  on  the  date  on  which  50  per  centum 

3  of  the  units  in  the  project  are  occupied  (or  in  the  case 

4  of  a  moderately  rehabilitated  project,  are  completed),  at 

5  least  20  per  centum  of  the  units  the  construction  or  re- 

6  habilitation  of  which  is  provided  for  under  the  applica- 

7  tion  shall  be  occupied,  or  available  for  occupancy  by, 

8  persons  and  families  whose  income  does  not  exceed  80 

9  per  centum  of  the  area  median  income; 

10  (3)  the  owner  agrees — 

11  (A)  to  pass  on  to  the  tenants  any  reduction 

12  in  the  debt  service  pajrments  resulting  from  the 

13  assistance  provided  under  this  Act; 

14  (B)  not  to  discriminate  against  prospective 

15  tenants  on  the  basis  of  their  receipt  of  or  eligibil- 

16  ity  for  housing  assistance  under  any  Federal  hous- 

17  ing  assistance  program;  and 

18  (C)  not  to  convert  the  units  to  condominium 

19  ownership  (or  in  the  case  of  a  cooperative,  to  con- 

20  dominium  ownership  or  any  form  of  cooperative 

21  ownership  not  eligible  for  assistance  under  this 

22  section); 

23  during  the  fifteen-year  period  beginning  on  the  date  on 

24  which  the  units  in  the  project  are  available  for  occu- 
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1  pancy  (or  in  the  case  of  a  moderately  rehabilitated 

2  project,  are  completed); 

3  (4)  any  mortgage  secured  by  the  property — 

4  (A)  has  a  principal  amount  which  is  not  more 

5  than  the  amount  which  could  be  insured  for  the 

6  project  under  section  207  of  the  National  Housing 

7  Act,  and 

8  (B)  bears  a  rate  of  interest  and  contains  such 

9  other  terms  and  conditions  as  the  Secretary  deter- 

10  mines  are  reasonable; 

11  (5)  the  project  is  newly  constructed  or  substantial- 

12  ly  or  moderately  rehabilitated,  contains  five  or  more 

13  dwelling  units,  and  is  used  predominantly  for  residen- 

14  tial  purposes;  and 

15  (6)  the  State  or  unit  of  local  government  which 

16  receives  the  assistance  certifies  to  the  satisfaction  of 

17  the  Secretary  that  the  assistance  will  be  made  availa- 

18  ble  in  conformity  with  Public  Law  88-352  and  Public 

19  Law  90-284. 

20  (b)(1)  The  Secretary  shall  provide  that  if  the  owner  or 

21  his  or  her  successors  in  interest  fail  to  carry  out  the  agree- 

22  ments  described  in  paragraphs  (1),  (2),  and  (3)  of  subsection 

23  (a)  during  the  applicable  period,  the  owner  or  his  or  her  suc- 

24  cessors  in  interest  shall  make  a  pajrment  to  the  Secretary  in 

25  an  amount  which  equals  the  total  amount  of  assistance  pro- 
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1  vided  under  this  part  with  respect  to  such  project,  plus  inter- 

2  est  thereon  (without  compounding),  for  each  year  and  any 

3  fraction  thereof  the  loan  was  outstanding,  at  a  rate  deter- 

4  mined  by  the  Secretary  taking  into  account  the  average  }deld 

5  on   outstanding   marketable    long-term   obligations   of   the 

6  United  States  during  the  month  preceding  the  date  on  which 

7  the  assistance  was  made  available. 

8  (2)  Notwithstanding  any  other  provision  of  law,  any  as- 

9  sistance  provided  under  this  section  shall  constitute  a  debt, 

10  payable  in  the  case  of  any  event  described  in  paragraph  (1), 

11  secured  by  the  security  instruments  given  by  the  mortgagor 

12  to  the  Secretary. 

13  (cKl)  A  mortgage  on  a  project  assisted  under  this  part 

14  may  be  insured  under  title  11  of  the  National  Housing  Act. 

15  (2)  Section  817  of  the  Housing  and  Community  Devel- 

16  opment  Act  of  1974  is  amended — 

17  (A)  by  striking  out  "and"  after  '4966,";  and 

18  (B)  by  inserting  after  "and  1970"  the  following: 

19  ",  and  the  Kental  Housing  Production  and  KehabiUta- 

20  tion  Act  of  1982". 

21  (dKl)  Kents  charged  for  units  described  in  subsection 

22  (a)(2)  in  any  such  project  shall  be  approved  by  the  Secretary. 

23  In  approving  such  rents,  the  Secretary  shall  provide  that  ten- 

24  ants  of  such  units  are  charged  not  more  than  30  per  centum 

25  of  their  adjusted  income  for  rent,  including  utilities,  and  shall 
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1  require  that  not  less  than  thirty  days  prior  written  notice  of 

2  any  increase  in  rents  be  provided  to  such  tenants. 

3  (2)  Any  schedule  of  rents  submitted  by  an  owner  to  the 

4  Secretary  for  approval  shall  be  deemed  to  be  approved  unless 

5  the  Secretary  informs  the  owner,  within  sixty  days  after  re- 

6  ceiving  such  schedule,  that  such  schedule  is  disapproved. 

7  LABOB  8TANDABDS 

8  Sec.  318.  Any  contract  for  assistance  pursuant  to  this 

9  part  shall  contain  a  provision  requiring  that  not  less  than  the 

10  wages  prevailing  in  the  locality,  as  determined  or  adopted 

11  (subsequent  to  a  determination  under  appUcable  State  or 

12  local  law)  by  the  Secretary,  shall  be  paid  to  all  architects, 

13  technical  engineers,  draftsmen,  and  technicians  employed  in 

14  the  development,  and  all  maintenance  laborers  and  mechanics 

15  employed  in  the  operation,  of  the  lower  income  housing  proj- 

16  ect  involved;  and  shall  also  contain  a  provision  that  not  less 

17  than  the  wages  prevailing  in  the  locality,  as  predetermined 

18  by  the  Secretary  of  Labor  pursuant  to  the  Davis-Bacon  Act 

19  (49  Stat.  1011),  shall  be  paid  to  all  laborers  and  mechanics 

20  employed  in  the  development  of  the  project  involved,  and  the 

21  Secretary  shall  require  certification  as  to  compliance  with  the 

22  provisions  of  this  section  prior  to  making  any  payment  under 

23  such  contract. 
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1  AUTHORIZATION 

2  Sec.  319.  There  is  authorized  to  be  appropriated  for 

3  assistance    under    this    part   not    to    exceed    the    sirni    of 

4  $1,300,000,000  for  fiscal  year  1983. 

5  TITLE  IV— RURAL  HOUSING 

6  AUTHORIZATIONS 

7  Sec.  401.  (a)  Section  513  of  the  Housing  Act  of  1949  is 

8  amended — 

9  (1)  by  striking  out  "$3,700,600,000  with  respect 

10  to  the  fiscal  year  ending  September  30,  1982,"  in  sub- 

11  section      (a)      and      inserting      in      lieu      thereof 

12  "$3,725,600,000  with  respect  to  the  fiscal  year  ending 

13  September  30,  1983,"; 

14  (2)  by  striking  out  "$3,170,000,000"  in  subsec- 

15  tion       (a)(1)       and      inserting      in       lieu       thereof 

16  "$3,670,000,000"; 

17  (3)  by  striking  out  "and"  at  the  end  of  subsection 

18  (a)(3),  by  striking  out  the  period  at  the  end  of  subsec- 

19  tion  (a)(4)  and  inserting  in  lieu  thereof  ";  and",  and  by 

20  adding  at  the  end  of  subsection  (a)  the  following  new 

21  paragraph: 

22  "(5)  not  less  than  $940,000,000  of  any  amount  so 

23  approved  in  an  appropriation  Act  for  such  year  shall  be 

24  made  available  for  loans  under  section  515."; 
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1  (4)  by  striking  out  "September  30,  1982/'  each 

2  place  it  appears  in  subsection  (b)  and  inserting  in  lieu 

3  thereof  "September  30,  1983,'';  and 

4  (5)  by  striking  out  subsection  (b)(4)  and  inserting 

5  in  lieu  thereof  the  following: 

6  "(4)  not  to  exceed  $2,000,000  for  the  fiscal  year 

7  ending  September  30,  1983,  for  the  purposes  of  section 

8  525(a),  and  of  the  amount  appropriated  for  such  pur- 

9  poses    the    Secretary    shall    make    available    50    per 

10  centum  for  counseling  purchasers  and  delinquent  bor- 

1 1  rowers  and  50  per  centum  to  carry  out  outreach  activi- 

12  ties  for  the  development  of  domestic  and  migrant  farm 

13  labor  projects;". 

14  (b)  Section  515(b)(5)  of  such  Act  is  amended  by  striking 

15  out  "September  30,   1982"   and  inserting  in  lieu  thereof 

16  "September  30,  1983". 

17  (c)  Section  517(a)(1)  of  such  Act  is  amended  by  striking 

18  out  "September  30,   1982"  and  inserting  in  lieu  thereof 

19  "September  30,  1983". 

20  (d)  Section  521(a)(2)CD)  of  such  Act  is  amended— 

21  (1)  by  striking  out  "September  30,  1982"  and  in- 

22  serting  in  lieu  thereof  "September  30,  1983";  and 

23  (2)  by  adding  the  follovdng  new  sentence  at  the 

24  end  thereof:  "Of  such  rental  assistance  authority  which 

25  is  approved  in  appropriation  Acts,  the  Secretary  shall 
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1  utilize  at  least  $173,000,000  to  provide  assistance  on 

2  behalf  of  tenants  of  newly  constructed  and  substantially 

3  rehabilitated  housing  and  related  facilities  for  which  as- 

4  sistance  is  provided  with  respect  to  such  fiscal  year 

5  under  sections  514  and  515." 

6  (e)  Section  523  of  such  Act  is  amended — 

7  (1)  by  striking  out  "$5,000,000"  and  "September 

8  30,  1982"  each  place  it  appears  in  subsection  (f)  and 

9  inserting  in  lieu  thereof  "$15,000,000"  and  "Septem- 

10  ber  30,  1983",  respectively;  and 

11  (2)  by  striking  out  "fiscal  year  1982"  each  place 

12  it  appears  in  subsection  (g)  and  inserting  in  lieu  thereof 

13  "fiscal  year  1983". 

14  BUBAL  HOUSING  FUND  AMENDMENTS 

15  Sec.  402.  Section  517(j)  of  the  Housing  Act  of  1949  is 

16  amended — 

17  (1)  by  striking  out  paragraph  (4)  and  inserting  in 

18  lieu  thereof  the  following: 

19  "(4)  to  provide  assistance  authorized  by  section 

20  521(a)(1);" 

21  (2)  by  striking  out  ";  and"  at  the  end  of  para- 

22  graph  (5)  and  inserting  in  lieu  thereof  a  period;  and 

23  (3)  by  striking  out  paragraph  (6). 
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1  TENANT  CONTRIBUTION 

2  Sec.  403.  (a)  Section  521(a)(2)(A)  of  the  Housing  Act  of 

3  1949  is  amended  by  striking  out  "not  exceeding  25  per 

4  centum  of  income"  in  the  first  sentence  and  inserting  in  lieu 

5  thereof  "not  exceeding  the  highest  of  the  following  amounts, 

6  rounded  to  the  nearest  dollar: 

7  "(I)  30  per  centum  of  the  family's  monthly  adjust- 

8  ed  income; 

9  "(II)    10   per   centum   of   the   family's   monthly 

10  income;  or 

11  "(m)  if  the  family  is  receiving  payments  for  wel- 

12  fare  assistance  from  a  public  agency  and  a  part  of  such 

13  payments,   adjusted  in  accordance  with  the  family's 

14  actual  housing  costs,  is  specifically  designated  by  such 

15  agency  to  meet  the  family's  housing  costs,  the  portion 

16  of  such  pa3nnents  which  is  so  designated." 

17  (b)  Section  501(b)  of  such  Act  is  amended  by  adding  the 

18  following  new  paragraph  at  the  end  thereof: 

19  "(9)  The  term  'adjusted  income'  means  the  income 

20  which  remains  after  excluding  such  amounts  or  types  of 

21  income   as   the   Secretary  may  prescribe.   In  determining 

22  amounts  to  be  excluded  from  income,  the  Secretary  may,  in 

23  the  Secretary's  discretion,  take  into  account  the  number  of 

24  minor  children  in  the  household  and  such  other  factors  as  the 

25  Secretary  may  determine  are  appropriate." 
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1  SECTION  502  INTEBEST  CBEDITS 

2  Sec.  404.  Section  521(a)(l)<B)  of  the  Housing  Act  of 

3  1949  is  amended  by  inserting  the  foUowing  before  the  period 

4  at  the  end  thereof:  ";  except  that  for  persons  of  low  or  mod- 

5  erate  income  who  receive  assistance  mider  section  502  or 

6  517(a),  the  amomit  of  assistance  in  the  form  of  credits  may 

7  not  exceed  the  lesser  of — 

8  "(i)  the  balance  of  the  monthly  pajnment  for  prin- 

9  cipal,  interest,  taxes,   and  insurance  due  under  the 

10  mortgage    remaining   unpaid   after    applying    20   per 

11  centum  of  the  mortgagor's  adjusted  income;  or 

12  "(ii)  the  difference  between  the  amount  of  the 

13  monthly  pajnment  for  principal  and  interest  which  the 

14  mortgagor  is  obligated  to  pay  under  the  mortgage  and 

15  the  monthly  pajnment  for  principal  and  interest  which 

16  the  mortgagor  would  be  obligated  to  pay  if  the  mort- 

17  gage  were  to  bear  interest  at  a  rate  of  1  per  centum 

18  per  annum.'' 

19  DETEBMINATION  OF  NEED  FOB  HOUSING  UNDEB  SECTIONS 

20  514  AND  516 

21  Sec.  405.  Section  514  of  the  Housing  Act  of  1949  is 

22  amended  by  adding  the  foUowing  new  subsection  at  the  end 

23  thereof: 

24  ''(h)  In  making  available  assistance  in  any  area  under 

25  this  section  or  section  516,  the  Secretary  shall — 
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1  ''(1)  in  determining  the  need  for  the  assistance, 

2  take  into  consideration  the  housing  needs  only  of  do- 

3  mestic  farm  labor,  including  migrant  farmworkers,  in 

4  the  area;  and 

5  "(2)  in  determining  whether  to  provide  such  as- 

6  sistance,  make  such  determination  without  regard  to 

7  the  extent  or  nature  of  other  housing  needs  in  the 

8  area." 

9  TITLE  V— PROGRAM  AMENDMENTS  AND 

10  EXTENSIONS 

11  EXTENSION  OF  FEDERAL  HOUSING  ADMINISTRATION 

12  MORTGAGE  INSURANCE  PROGRAMS 

13  Sec.  501.  (a)  Section  2(a)  of  the  National  Housing  Act 

14  is  amended  by  striking  out  "October  1,  1982"  in  the  first 

15  sentence  and  inserting  in  lieu  thereof  ^'October  1,  1983". 

16  (b)  Section  217  of  such  Act  is  amended  by  striking  out 

17  "September  30,  1982"  and  inserting  in  lieu  thereof  "Sep- 

18  tember  30,  1983". 

19  (c)  Section  221(0  of  such  Act  is  amended  by  striking  out 

20  "September  30,  1982"  in  the  fifth  sentence  and  inserting  in 

21  lieu  thereof  "September  30,  1983". 

22  (d)  Section  235(m)  of  such  Act  is  amended  by  striking 

23  out  "September  30,   1982"   and  inserting  in  lieu  thereof 

24  "September  30,  1983". 
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1  (e)  Section  235(q)(l)  of  such  Act  is  amended  by  striking 

2  out  "September  30,  1982,"  in  the  fourth  sentence  thereof 

3  and  inserting  in  lieu  thereof  "September  30,  1983,". 

4  (f)  Section  236(n)  of  such  Act  is  amended  by  striking  out 

5  "September  30,  1982"  and  inserting  in  lieu  thereof  "Sep- 

6  tember  30,  1983". 

7  (g)  Section  244(d)  of  such  Act  is  amended — 

8  (1)  by  striking  out  "September  30,  1982"  in  the 

9  first  sentence  and  inserting  in  lieu  thereof  "September 

10  30,  1983";  and 

11  (2)  by  striking  out   "October   1,    1982"  m  the 

12  second  sentence  and  inserting  in  lieu  thereof  "October 

13  1,  1983". 

14  (h)  Section  245(a)  of  such  Act  is  amended  by  striking 

15  out  "September  30,   1982"  and  inserting  in  lieu  thereof 

16  "September  30,  1983". 

17  (i)  Section  809(f)  of  such  Act  is  amended  by  striking  out 

18  "September  30,  1982"  in  the  second  sentence  and  inserting 

19  in  lieu  thereof  "September  30,  1983". 

20  (j)  Section  810(k)  of  such  Act  is  amended  by  striking  out 

21  "September  30,  1982"  in  the  second  sentence  and  inserting 

22  m  lieu  thereof  "September  30,  1983". 

23  (k)  Section  1002(a)  of  such  Act  is  amended  by  striking 

24  out  "September  30,  1982"  in  the  second  sentence  and  msert- 

25  ing  in  lieu  thereof  "September  30,  1983". 
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1  0)  Section  1101(a)  of  such  Act  is  amended  by  striking 

2  out  "September  30,  1982"  in  the  second  sentence  and  insert- 

3  ing  in  lieu  thereof  "September  30,  1983". 

4  FLEXIBLE  INTEREST  BATE  AUTHOBITY 

5  Sec.  502.  Section  3(a)(1)  of  Public  Law  90-301  is 

6  amended  by  striking  out  "October  1,  1982"  and  inserting  in 

7  lieu  thereof  "October  1,  1983". 

8  LIMITATION  ON  AGGBEGATE  AMOUNT  WHICH  MAY  BE 

9  IN8UBED  UNDEB  THE  NATIONAL  HOUSING  ACT 

10  Sec.  503.  Section  531  of  the  National  Housing  Act  is 

11  amended  by  striking  out  "1982"  and  "$41,000,000,000" 

12  and       inserting       in       lieu       thereof       "1983"       and 

13  "$40,000,000,000",  respectively. 

14  EXTENSION  OF  EMEBGENCY  HOME  PUBCHASE  ASSISTANCE 

15  ACT  OF  1974 

16  Sec.  504.  Section  3(b)  of  the  Emergency  Home  Pur- 

17  chase  Assistance  Act  of  1974  is  amended  by  striking  out 

18  "October  1,  1981"  and  inserting  in  lieu  thereof  "October  1, 

19  1983". 

20  BESEABCH  AUTHOBIZATION 

21  Sec.  505.  Section  501  of  the  Housing  and  Urban  De- 

22  velopment  Act  of  1970  is  amended — 

23  (1)  by  strikmg  out  "and"  after  "1981,"  m  the 

24  second  sentence;  and 
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1  (2)  by  inserting  the  foUowing  before  the  period  at 

2  the   end   of   such   sentence:    *\   and   not   to   exceed 

3  $20,000,000  for  the  fiscal  year  1982". 

4  FBDEBAL  HOUSING  ADBilNISTBATION  GENEBAL 

5  mSUBANCB  FUND 

6  Sec.  506.  Section  519(f)  of  the  National  Housing  Act  is 

7  amended  by  inserting  the  foUowing  before  the  period  at  the 

8  end  thereof:  "and  further  increased  by  $240,000,000  on  Oc- 

9  tober  1,  1982". 

10  OOVEBNBiENT  NATIONAL  MOBTGAGE  ASSOCIATION 

11  GUABANTEE  PBOGBAM 

12  Sec.  507.  Section  306(gK2)  of  the  Federal  National 

13  Mortgage  Association  Charter  Act  is  amended  to  read  as  fol- 

14  lows: 

15  "(2)  During  fiscal  year  1983,  the  Association  may  not 

16  enter  into  commitments  to  issue  guarantees  under  this  sub- 

17  section     in     an     aggregate      amount     in     excess     of 

18  $68,250,000,000.'' 

19  WEATHEBIZATION  PBOGBAM 

20  Sec.  508.  Section  422  of  the  Energy  Conservation  in 

21  Existing  BuUdings  Act  of  1976  is  amended  by  adding  the 

22  following  new  sentence  at  the  end  thereof:  "Of  the  funds  au- 

23  thorized  by  section  1005(1)  of  the  Omnibus  Budget  Reconcili- 

24  ation  Act  of  1981  for  energy  conservation  for  the  fiscal  year 

25  ending  September  30,  1983,  not  less  than  $144,000,000  is 
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1  authorized  to  be  appropriated  to  carry  out  the  weatherization 

2  program  under  this  part". 

3  FLOOD  mSUBANCB 

4  Sbc.  509.  (a)  Section  1319  of  the  National  Flood  Insur- 

5  ance  Act  of  1968  is  amended  by  striking  out  "September  30, 

6  1982''  and  inserting  in  lieu  thereof  "September  30,  1983". 

7  (b)  Section  1336(a)  of  such  Act  is  amended  by  striking 

8  out  "September  30,   1982"  and  inserting  in  lieu  thereof 

9  "September  30,  1983". 

10  (c)  Section  1376(c)  of  such  Act  is  amended — 

11  (1)  by  striking  out  "and"  after  "1981,";  and 

12  (2)  by  inserting  the  following  before  the  period  at 

13  the  end  thereof  ",  and  not  to  exceed  $45,582,000  for 

14  the  fiscal  year  1983". 

15  CRIME  AND  RIOT  INSURANCE 

16  Sec.  510.  (a)  Section  1201(b)  of  the  National  Housing 

17  Act  is  amended — 

18  (1)  by  striking  out  "September  30,  1982"  in  para- 

19  graph  (1)  and  insertmg  in  lieu  thereof  "September  30, 

20  1983";  and 

21  (2)  by  strikmg  out  "September  30,  1985"  in  para- 

22  graph  (1)(A)  and  inserting  in  lieu  thereof  "September 

23  30,  1986". 

24  (b)(1)  Section  1243(a)(1)  of  such  Act  is  amended  by  in- 

25  serting  the  following  before  the  semicolon  at  the  end  thereof: 
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1  ";  except  that,  with  respect  to  fiscal  year  1982,  such  pay- 

2  ments  may  be  made  from  such  fund  to  carry  out  the  program 

3  authorized  under  part  C  only  to  the  extent  of  amounts  appro- 

4  priated  for  such  purpose  pursuant  to  section  1251'\ 

5  (2)  Section  1251  of  such  Act  is  amended  by  inserting 

6  die  following  before  the  period:  '';  except  that  not  more  than 

7  $50,000,000  is  authorized  to  be  appropriated  with  respect  to 

8  fiscal  year  1982  for  the  purpose  of  making  payments  to  carry 

9  out  the  program  authorized  under  part  C". 

10  COUNSELING 

11  Sec.  511.  Section  106(a)(3)  of  the  Housing  and  Urban 

12  Development  Act  of  1968  is  amended  by  striking  out  "1982" 

13  and  inserting  in  lieu  thereof  "1983". 

14  LIMITATIONS  ON  PABTICIPATION  AGBEBMENTS  BY  FNMA 

15  AND  PHLMC 

16  Sec.  512.  (a)  The  sixth  sentence  of  section  302(b)(2)  of 

17  the  Federal  National  Mortgage  Association  Charter  Act  is 

18  amended  to  read  as  follows:  "The  corporation  shall  establish 

19  limitations  govemmg  the  maximum  principal  obligation  of 

20  conventional  mortgages  which  are  purchased  by  it;  in  any 

21  case  in  which  the  corporation  purchases  a  participation  inter- 

22  est  in  such  a  mortgage,  the  limitation  shall  be  calculated  with 

23  respect  to  the  total  principal  obligation  of  the  mortgage  with- 

24  out  regard  to  the  interest  purchased  by  the  corporation. '' 
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1  (b)  The  fifth  sentence  of  section  305(a)(2)  of  the  Federal 

2  Home  Loan  Mortgage  Corporation  Act  is  amended  to  read  as 

3  follows:  "The  Corporation  shall  establish  limitations  govem- 

4  ing  the  maximum  principal  obligation  of  conventional  mort- 

5  gages  which  are  purchased  by  it;  in  any  case  in  which  the 

6  Corporation  purchases  a  participation  interest  in  such  a  mort- 

7  gage,  the  limitation  shall  be  calculated  with  respect  to  the 

8  total  principal  obligation  of  the  mortgage  without  regard  to 

9  the  interest  purchased  by  the  Corporation." 

10  PUBCHASE  OF  SECOND  MOBTOAOES  BT  FNMA  AND  FHLMC 

11  Sec.  513.  (a)  Section  302(b)  of  the  Federal  National 

12  Mortgage  Association  Charter  Act  is  amended  by  adding  the 

13  following  new  paragraph  at  the  end  thereof: 

14  "(5)(A)  The  corporation  is  authorized,  with  the  approval 

15  of  the  Secretary,  to  purchase,  service,  sell,  lend  on  the  secu- 

16  rity  of,  and  otherwise  deal  in  conventional  mortgages  which 

17  are  secured  by  a  second  lien  against — 

18  **(i)  a  newly  constructed  or  existing  one-  to  four- 

19  family  owner-occupied  residence  the  purchase  of  which 

20  was  financed  in  part  by  such  mortgage;  or 

21  "(ii)  an  existing  one-  to  four-family  owner-occu- 

22  pied  residence  the  improvement  of  which  was  financed 

23  in  whole  or  part  by  such  mortgage. 

24  ''(B)  The  corporation  shall  establish  limitations  govem- 

25  ing  the  maximum  principal  obligation  of  conventional  mort- 
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1  gages  described  in  subparagraph  (A);  in  any  case  in  which 

2  the  corporation  purchases  a  participation  interest  in  such  a 

3  mortgage,  the  limitation  shall  be  calculated  with  respect  to 

4  the  total  principal  obligation  of  the  mortgage  without  regard 

5  to  the  interest  purchased  by  the  corporation.  Such  limitation 

6  shall  not  exceed  the  lesser  of — 

7  "(i)  $15,000  in  the  case  of  an  individual  unit  in  a 

8  condominium  project,  $40,000  in  the  case  of  a  single- 

9  family  residence,  and  $60,000  in  the  case  of  a  two-  to 

10  four-family  residence;  or 

11  '*(n)  an  amount  which,  combined  with  other  in- 

12  debtedness  secured  by  the  dwelling,   equals  80  per 

13  centum  of  the  appraised  value  of  the  dwelling  at  the 

14  time  such  second  mortgage  is  executed." 

15  (bKD  Section  302(h)  (A  the  Federal  Home  Loan  Mort- 

16  gage  Corporation  Act  is  amended — 

17  (A)  by  striking  out  "The  maximum  principal  obli- 

18  gation''  and  all  that  follows  through  the  period  and  in- 

19  sorting  in  lieu  thereof  the  following:  ''Such  term  shall 

20  also  include  a  secured  loan  the  proceeds  of  which  are 

21  intended  to  finance,  in  a  secondary  manner,  the  pur- 

22  chase  of  a  newly  constructed  or  existing  one-  to  four- 

23  family  owner-occupied  residence.";  and 

24  (B)  by  inserting  "purchased,"  after  "refurbished," 

25  in  the  sixth  sentence. 


98.^66    0-82 4 
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1  (2)  Section  305(a)  of  such  Act  is  amended  by  adding  the 

2  following  new  paragraph  at  the  end  thereof: 

3  "(4)  With  respect  to  the  purchase  of  any  mortgage  se- 

4  cured  by  a  second  Hen  against  a  residence,  such  mortgage 

5  may  be  purchased  only  if  the  residence  is  owner-occupied. 

6  The  Corporation  shall  establish  limitations  governing  the 

7  maximum  principal  obligation  of  such  mortgages;  in  any  case 

8  in  which  the  Corporation  purchases  a  participation  interest  in 

9  such  a  mortgage,  the  limitation  shall  be  calculated  with  re- 

10  spect  to  the  total  principal  obUgation  of  the  mortgage  without 

11  regard  to  the  interest  purchased  by  the  Corporation.  Such 

12  limitations  shall  not  exceed  the  lesser  of — 

13  ''(A)  $15,000  in  the  case  of  an  individual  unit  in  a 

14  condominium  project,  $40,000  in  the  case  of  a  single- 

15  family  residence,  and  $60,000  in  the  case  of  a  two-  to 

16  four-family  residence;  or 

17  **(B)  an  amount  which,  combined  with  other  in- 

18  debtedness   secured  by  the  dwelling,   equals   80  per 

19  centum  of  the  appraised  value  of  the  dwelling  at  the 

20  time  such  second  mortgage  is  executed." 

21  TITLE  VI— EMERGENCY  MORTGAGE  RELIEF 

22  Sec.  601.  Title  I  of  the  Emergency  Housing  Act  of 

23  1975  is  amended  to  read  as  follows: 
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1  "TITLE  I— EMERGENCY  MORTGAGE  RELIEF 

2  "short  title 

3  "Sec.  101.  This  title  may  be  cited  as  the  'Homeowners' 

4  Emergency  Relief  Act'. 

5  "findings  and  pubpose 

6  "Sec.  102.  (a)  The  Congress  finds  that— 

7  "(1)  the  Nation  is  in  a  severe  recession  and  that 

8  the  sharp  downturn  in  economic  activity  has  driven 

9  large  nmnbers  of  workers  into  unemployment  and  has 

10  reduced  the  incomes  of  many  others; 

11  "(2)  as  a  result  of  these  adverse  economic  condi- 

12  tions  the  capacity  of  many  homeowners  to  continue  to 

13  make  mortgage  payments  has  deteriorated  and  may 

14  further  deteriorate  in  the  months  ahead,  leading  to  the 

15  possibility  of  widespread  mortgage  foreclosures  and  dis- 

16  tress  sales  of  homes;  and 

17  "(3)  many  of  these  homeowners  could  retain  their 

18  homes  if  they  received  temporary  financial  assistance 

19  until  economic  conditions  improve. 

20  "(b)  It  is  the  purpose  of  this  title  to  establish  a  program 

21  which  will,  through  emergency  mortgage  relief  payments, 

22  prevent  widespread  mortgage  foreclosures  and  distress  sales 

23  of  homes  resulting  from  the  temporary  loss  of  employment 

24  and  income. 
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1  "effective  mortgage  delinquency  bate 

2  "Sec.  103.  (a)(1)  The  Secretary  of  Housing  and  Urban 

3  Development  (hereinafter  referred  to   as   the   'Secretary') 

4  shall,  to  the  extent  approved  in  appropriation  Acts,  carry  out 

5  the  program  established  by  this  title. 

6  "(2)  For  the  purpose  of  carrying  out  such  program,  the 

7  Secretary  shall  contract  to  make,  and  make,  assistance  avail- 

8  able  under  this  Act  when,  on  an  average  monthly  basis  for  a 

9  period  of  three  consecutive  months — 

10  "(A)  the  amount  of  funds  represented  by  mert- 

11  gage  loans  and  contracts  which  are  accounted  for  in  a 

12  mortgage  delinquency  series  maintained  by  the  Federal 

13  Home  Loan  Bank  Board  and  for  which  pajnments  have 

14  been  delinquent  for  sixty  days  or  more,  exceeds 

15  "(B)  1.3  percent  of  all  funds  represented  by  mort- 

16  gage  loans  and  contracts  accounted  for  in  such  series. 

17  "(3)  For  the  purpose  of  determining  when  such  assist- 

18  ance  is  to  be  made  available  pursuant  to  paragraph  (2),  the 

19  Secretary  shall  take  into  account  all  months  beginning  with 

20  or  after  the  third  month  before  the  month  in  which  the 

21  Homeowners'  Emergency  Relief  Act  of  1982  is  enacted. 

22  "(4)  With  respect  to  the  initial  occurrence,  after  the 

23  date  of  enactment  of  such  Act,  of  the  delinquency  rate  condi- 

24  tion  described  in  paragraph  (2),  the  Secretary  shall  begin  to 

25  contract  to  make,  and  make,  assistance  available  at  the  be- 
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1  ginning  of  the  first  month  after  the  month  in  which  the  series 

2  indicates  that  such  condition  has  occurred. 

3  ''(5)  The  mortgage  delinquency  series  referred  to  in 

4  paragraph  (2)  shall  be  made  available  by  the  Federal  Home 

5  Loan  Bank  Board  to  the  Secretary  and  the  Congress  on  a 

6  monthly  basis  and  shall  contain  data  on  the  previous  month's 

7  mortgage  delinquency  rate. 

8  "(b)(1)  Once  assistance  is  made  available,  the  Secretary 

9  shall  continue  to  contract  to  make,  and  make,  the  assistance 

10  available  until  the  date  on  which  the  mortgage  delinquency 

11  series  referred  to  in  subsection  (a)(2)  indicates  that  the 

12  amount  of  funds  represented  by  sixty-day  delinquent  mort- 

13  gage  loans  and  contracts  accounted  for  in  such  series  has 

14  declined  to  below  1.2  per  centum  of  all  funds  represented  by 

15  mortgage  loans  and  contracts  accounted  for  in  such  series, 

16  except  that — 

17  "(A)  assistance  shall  continue  to  be  made  availa- 

18  ble  pursuant  to  contracts  entered  into  before  such  date, 

19  and 

20  "(B)  the  Secretary  shall  reinstitute  the  program 

21  established  by  this  title  whenever  the  delinquency  rate 

22  condition  described  in  subsection  (aK2)  reoccurs. 

23  "(2)  In  any  case  in  which  the  program  is  reinstituted, 

24  the  Secretary  shall  begin  to  contract  to  make,  and  make, 

25  such  assistance  available  beginning  with  the  day  after  the 
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1  date  on  which  the  mortgage  delinquency  series  indicates  that 

2  the  delinquency  rate  condition  described  in  such  subsection 

3  has  reoccurred. 

4  "eligibility  fob  assistance 

5  "Sec.  104.  (a)  No  assistance  may  be  made  with  respect 

6  to  a  mortgage  under  this  title  unless — 

7  "(  ,  the  property  securing  the  mortgage  (or  other 

8  security  interest  in  the  case  of  units  m  cooperative  or 

9  condominium  projects)  is  a  one-  to  four-family  resi- 

10  dence  (including  one-family  units  m  a  condominium 

11  project  or  a  membership  interest  and  occupancy  agree- 

12  ment  in  a  cooperative  housing  project)  and  is  the  prin- 

13  cipal  residence  of  the  mortgagor; 

14  "(2)(A)  the  mortgagee  has  indicated  to  the  mort- 

15  gagor  its  intention  to  foreclose;  or 

16  "(B)  payments  under  the  mortgage  have  been  de- 

17  linquent  for  at  least  ninety  days; 

18  "(3)  the  mortgage  is  not  insured  under  title  11  of 

19  the  National  Housing  Act; 

20  "(4)  the  mortgagor  has  incurred  a  substantial  re- 

21  duction  in  income  as  a  result  of  circumstances  which 

22  are  beyond  the  mortgagor's  control  and  render  the 

23  mortgagor  temporarily  unable  to  correct  a  mortgage 

24  delinquency  and  to  resume  full  mortgage  pa3nnents; 

25  and 
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1  "(5)  the  Secretary  has  determmed  that  payments 

2  under  this  title  are  necessary  to  avoid  foreclosure  and 

3  that  there  is  a  reasonable  prospect  that  the  mortgagor 

4  will  be  able  to — 

5  "(A)  resume  full  mortgage  payments  within 

6  24  months  after  the  beginning  of  the  period  for 

7  which  such  payments  are  provided  or  upon  termi- 

8  nation  of  assistance  under  this  title; 

9  "(B)  commence  repayment  to  the  Secretary 

10  of  the  pa3nnents  made  under  this  title  at  a  time 

11  designated  by  the  Secretary;  and 

12  "(C)  pay  the  mortgage  in  full  by  its  maturity 

13  date  or  by  a  later  date  estabUshed  by  the  Secre- 

14  tary  and  agreed  to  by  the  mortgagee  for  complet- 

15  ing  the  mortgage  pa3nnents. 

16  "(b)  Upon  a  determination  that  the  conditions  of  eligibil- 

17  ity  described  in  subsection  (a)  have  been  met  by  a  mortgagor, 

18  the  mortgagor  shall  become  eligible  for  the  assistance  de- 

19  scribed  in  section  105. 

20  "assistance  payments 

21  "Sec.  105.  (a)  Assistance  under  this  title  shall  be  pro- 

22  vided,  to  the  extent  approved  in  appropriation  Acts,  in  the 

23  form  of  emergency  mortgage  relief  payments  made  by  the 

24  Secretary  to  mortgagees  on  behalf  of  mortgagors. 
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1  "(b)  Payments  under  this  title  may  be  in  an  amount  de- 

2  termined  by  the  Secretary  up  to  the  amount  of  the  principal, 

3  interest,  taxes,  assessments,  ground  rents,  hazard  insurance, 

4  mortgagee's  expenses  in  connection  with  payments  or  repay- 

5  ments  under  this  title,  and  mortgage  insurance  premiums  due 

6  under  the  mortgage,  and  the  initial  payment  may  include  an 

7  amount  necessary  to  make  the  payments  on  the  mortgage 

8  current.  Pa}anents  may  not  exceed  amounts  which  the  Secre- 

9  tary  determines  to  be  necessary  to  supplement  the  amounts, 

10  if  any,  which  the  mortgagor  is  capable  of  contributing  toward 

11  the  mortgage  pa3rments. 

12  "(c)  Payments  under  this  title  may  be  provided  for  a 

13  period  of  not  to  exceed  twelve  months  plus  any  period  of 

14  default.  Such  period  may  be  extended,  in  the  Secretary's  dis- 

15  cretion,  for  not  to  exceed  twelve  months  where  the  Secretary 

16  has  determined  that  such  extension  is  necessary  to  avoid 

17  foreclosure  and  that  there  is  a  reasonable  prospect  that  the 

18  mortgagor  will  be  able  to  make  the  pa}anent8  and  repay- 

19  ments  specified  in  section  104(a)(5).  The  Secretary  shall  es- 

20  tablish  procedures  for  periodic  review  of  the  mortgagor's  fi- 

21  nancial  circumstances  for  the  purpose  of  determining  the  ne- 

22  cessity  for  continuation,  termination,  or  adjustment  in  the 

23  amount  of  the  payments.  Pa3nnents  shall  be  discontinued  at 

24  any  time  when  the  Secretary  determines  that,  because  of 

25  changes  in  the  mortgagor's  financial  circumstances,  the  pay- 
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1  meats  are  no  laogtr  neoessaiT  to  aTood  f arecbsiire  or  tiiat 

2  tliere  ii  no  laoger  a  reasoDabk  proqiect  tiiat  tiie  xnartgrngor 

3  vin  be  able  to  make  tiie  pajments  and  re|iaTment£  speeaBei 

4  maecticmlOKaXS). 

5  "(d)  An  pajments  shall  be  secured  by  a  Ben  an  tiie  prop- 

6  city  and  hj  suA  otber  oMigmtion  as  the  SecretarT  may  re- 

7  quire.  PaTments  shaD  be  repajaUe  upaa  tenns  and  oondi- 

8  tioiis  prescribed  by  the  Secretaiy,  and  such  tenns  and  oondi- 

9  tioiis  may  inchide  requirements  far  repayment  of  any  amount 

10  paid  by  the  Secretaiy  toward  a  mortgagee's  expenses  in  oon- 

11  necticm  with  the  payment  or  repayments  made  under  this 

12  title.  Hie  Secretaiy  may  establish  interest  charges  on  pay- 

13  ments  made  under  this  title;  except  that  such  chai^^es  shall 

14  not  exceed  a  rate  which  is  more  than  the  maximum  interest 

15  rate  applicable  with  respect  to  level  payment  mortgages  in- 

16  sured  pursuant  to  section  203(b)  of  the  National  Housing  Act 

17  at  the  time  assistance  under  this  title  is  approved  by  the  Sec- 

18  retary  for  the  mortgagor.  Such  charges  shall  be  payable  not- 

19  withstanding  any  provision  of  any  State  constitution  or  law 

20  or  local  law  which  limits  the  rate  of  interest  on  loans  or  ad- 

21  vances  of  credit.  All  receipts  from  repayments  made  to  the 

22  Secretary  shall  be  deposited  in  the  miscellaneous  receipts  of 

23  the  Treasury  of  the  United  States. 

24  "(e)  Payments  by  the  Secretary  under  this  title  may  be 

25  made  without  regard  to  whether  the  Secretary  has  previously 
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1  taken  action  under  this  title  on  behalf  of  the  mortgagor, 

2  except  that  payments  may  be  provided  on  behalf  of  a  mortga- 

3  gor  previously  assisted  under  this  title  only  in  cases  in  which 

4  full  mortgage  payments  (and  any  repa3nnents  to  the  Secre- 

5  tary  which  may  have  been  requested)  have  been  made  by 

6  such  mortgagor  for  at  least  twelve  months  from  the  time  the 

7  previous  assistance  under  this  title  was  terminated. 

8  "authority  of  the  8BCBBTABY 

9  "Sec.  106.  (a)  The  Secretary  may  make  rules  and  regu- 

10  lations  which  are  consistent  with  the  provisions  of  this  title 

11  and  are  necessary  to  carry  out  the  provisions  of  this  title. 

12  "(b)  In  the  performance  of,  and  with  respect  to,  the 

13  functions,  powers,  and  duties  vested  in  the  Secretary  by  this 

14  title,  the  Secretary  shall — 

15  "(1)  have  the  power,  notwithstanding  any  other 

16  provision  of  law,  whether  before  or  after  default,  to 

17  provide  by  contract  or  otherwise  for  the  extinguish- 

18  ment  upon  default  of  any  redemption,  equitable,  legal, 

19  or  other  right,  title  in  any  mortgage,  deed,  trust,  or 

20  other  instrument  held  by  or  held  on  behalf  of  the  Sec- 

21  retary  under  the  provisions  of  this  title;  and 

22  "(2)  have  the  power  to  foreclose  on  any  property 

23  or  commence  any  action  to  protect  or  enforce  any  right 

24  conferred  upon  the  Secretary  by  law,  contract,  or  other 

25  agreement,  and  bid  for  and  purchase  at  any  foreclosure 
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1  or  other  sale  any  property  in  connection  with  which 

2  assistance  has  been  provided  pursuant  to  this  title. 

3  In  the  event  of  any  such  acquisition,  the  Secretary  may  (to 

4  the  extent  approved  in  appropriations  Acts  and  notwithstand- 

5  ing  any  other  provision  of  law  relating  to  the  acquisition, 

6  handling,  or  disposal  of  real  property  by  the  United  States) 

7  complete,  remodel  and  convert,  dispose  of,  lease,  and  other- 

8  wise  deal  with,  such  property. 

9  "(c)  Notwithstanding  any  other  provision  of  law,  the 

10  Secretary  shall  also  have  power  to  pursue  to  final  collection 

11  by  way  of  compromise  or  otherwise  all  claims  acquired  by 

12  him  in  connection  with  any  security,  subrogation,  or  other 

13  rights  obtained  by  him  in  administering  this  title.  Any  funds 

14  collected  by  the  Secretary  under  subsections  (b)  and  (c)  shall 

15  be  deposited  in  the  miscellaneous  receipts  of  the  Treasury. 

16  "authobization  and  bxpibation  date 

17  "Sec.  107.  (a)  The  authority  of  the  Secretary  to  provide 

18  assistance  over  the  duration  of  the  contracts  entered  into 

19  under  this  title  may  not  exceed  an  aggregate  amount  of 

20  $760,000,000.  Subject  to  subsection  (b),  any  amount  ap- 

21  proved  in  appropriation  Acts  for  such  purpose  shall  remain 

22  available  until  expended. 

23  "(b)  The  Secretary  may  not  enter  into  contracts  to  make 

24  assistance  under  this  Act  after  September  30,  1983. 
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1  "notification 

2  ''Sec.  108.  Each  Federal  supervisory  agency^  with  re- 

3  spect  to  financial  institutions  subject  to  its  jurisdiction,  and 

4  the  Secretary,  with  respect  to  other  approved  mortgagees, 

5  shall  prior  to  January  1,  1983,  take  appropriate  action,  not 

6  inconsistent  with  laws  relating  to  the  safety  or  soundness  of 

7  such  institutions  or  mortgagees,  to  waive  or  relax  limitations 

8  pertaining  to  the  operations  of  such  institutions  or  mortgag- 

9  ees  with  respect  to  mortgage  delinquencies  in  order  to  cause 

10  or  encourage  forebearance  in  residential  mortgage  loan  fore- 

11  closures.  For  purposes  of  this  section,  the  term  'Federal  su- 

12  pervisory  agency'  means  the  Board  of  Governors  of  the  Fed- 

13  eral  Reserve  System,  the  Board  of  Directors  of  the  Federal 

14  Deposit  Insurance  Corporation,  the  Comptroller  of  the  Cur- 

15  rency,  the  Federal  Home  Loan  Bank  Board,  the  Federal 

16  Savings  and  Loan  Lisurance  Corporation,  and  the  National 

17  Credit  Union  Administration. 

18  "bbpobts 

19  "Sec.  109.  (a)  Within  sixty  days  after  the  date  of  enact- 

20  ment  of  the  Homeowners'  Emergency  Relief  Act  of  1982  and 

21  within  each  sixty-day  period  thereafter  prior  to  October  1, 

22  1983,  the  Secretary  shall  make  a  report  to  the  Congress 

23  on— 

24  "(1)  the  current  rate  of  delinquencies  and  foredo- 

25  sures  in  the  housing  market  areas  of  the  country  which 
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1  should  be  of  immediate  concern  if  the  purposes  of  this 

2  title  are  to  be  achieved; 

3  "(2)  the  extent  of,  and  prospect  for  continuance 

4  of,  voluntary  forebearance  by  mortgagees  in  such  hous- 

5  ing  market  areas; 

6  "(3)  actions  being  taken  by  governmental  agencies 

7  to  encourage  forebearance  by  mortgagees  in  such  hous- 

8  ing  market  areas; 

9  "(4)  actions  taken  and  actions  likely  to  be  taken 

10  with  respect  to  making  assistance  under  this  title  avail- 

11  able  to  alleviate  hardships  resulting  from  any  serious 

12  rates  of  delinquencies  and  foreclosures;  and 

13  "(5)  the  current  default  status  and  projected  de- 

14  fault  trends  with  respect  to  mortgages  covering  multi- 

15  family  properties  with  special  attention  to  mortgages 

16  insured  under  the  various  provisions  of  the  National 

17  Housing  Act  and  with  recommendations  on  how  such 

18  defaults   and  prospective  defaults  may  be  cured  or 

19  avoided  in  a  manner  which,  while  giving  weight  to  the 

20  financial  interests  of  the  United  States,  takes  into  full 

21  consideration  the  urgent  needs  of  the  many  low-  and 

22  moderate-income  families  that  currently  occupy  such 

23  multifamily  properties. 

24  "(bKl)  The  Secretary  of  Housing  and  Urban  Develop- 

25  ment  shall,  after  consulting  with  the  Federal  Home  Loan 


Digitized  by  VjOOQIC 


56 

46 

1  Bank  Board,  conduct  a  study  to  determine  if  a  mortgage  de- 

2  linquency  series  other  than  the  one  described  in  section 

3  103(a)(2)  would  be  a  more  effective  and  efficient  series  to 

4  utilize  in  carrying  out  this  Act. 

5  "(2)  The  Secretary  shall,  by  April  1,  1983,  transmit  to 

6  the  Congress  the  findings  and  conclusions  of  such  study  along 

7  with  any  legislative  recommendations  concerning  the  pro- 

8  gram  established  by  this  title/' 

O 
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SUMMARY  OF  MAJOR  PROVISIONS  OF  H.R.  5731 
HOUSING  AND  COMMUNITY  DEVELOPMENT  AMENDMENTS  OF  1982 

Sinqle-Faunily  Homeownership 
Stimulus  and  Assistance 

$1.1  billion  is  authorized  to  extend  the  regular  235  homeowner- 
ship  program  which  provides  subsidies  to  reduce  the  mortgage  interest 
rate  do%m  to  4  percent;  this  will  stimulate  the  construction  of 
approximately  10 r 000  homes  for  families  whose  income  does  not  exceed 
95  percent  of  area  median  income.   $3.5  billion  is  authorized  for 
the  235(q)  homeownership  program  which  will  provide  subsidies  to 
reduce  the  mortgage  interest  rate  down  to  9  1/2  percent  for  the 
first  ten  years  of  the  mortgage.   Up  to  one-half  of  the  subsidy  will 
be  recaptured  when  the  property  is  sold  and  the  recaptured  funds 
nay  be  used  to  continue  assistance  for  those  families  who  need  such 
assistance  at  the  end  of  the  initial  10-year  period.   This  program 
will  stimulate  the  construction  of  approximately  95,000  single-family 
homes  or  condominiums  for  families  whose  income  does  not  exceed  130 
percent  of  area  median  income. 

$760  million  is  authorized  to  provide  up  to  two  years  of 
assistance  in  the  form  of  loans  for  approximately  76,000  owners 
of  non-FHA  insured  homes  who  are  facing  foreclosure  due  to  an 
unanticipated  loss  of  income.   The  program  will  be  triggered  when 
the  average  default  rate  over  a  three-month  period,  as  measured  by 
the  Federal  Home  Loan  Bank  Board  60-day  default  series  rises  to  1.3 
percent  and  will  be  suspended  when  the  series  drop  to  1.2  percent. 

Multifamily  Construction  Stimulus 

$1.3  billion  is  authorized  to  stimulate  the  construction  or 
rehabilitation  of  approximately  50,000  to  100,000  multifamily 
rental  or  limited  dividend  cooperative  housing  units  in  areas  with 
a  severe  shortage  of  affordable  rental  housing  for  families  without 
other  reasonable  and  affordable  housing  alternatives.   States  and 
units  of  local  government  will  ftpply  for  funds  which  may  be  used 
as  capital  grants,  loans,  interest  reduction  payments  or  other 
comparable  forms  of  assistance  to  assist  developers  to  reduce  the 
cost  of  the  rental  or  cooperative  project.   The  assistance  will  be 
the  amount  necessary  to  make  rents  for  all  tenants  affordable.   For 
15  years,  20  percent  of  the  units  must  be  available  to  tenants  whose 
income  is  80  percent  of  area  median  or  below;  the  rents  charged  these 
tenants  may  not  exceed  30  percent  of  their  adjusted  income.   Projects 
will  be  selected  on  the  basis  of  several  criteria:   reduction  of 
rental  housing  shortage,  public  and  private  contributions  that  reduce 
project  cost,  contribution  to  neighborhood  development  and  lessening 
of  displacement,  the  applicant  community's  past  performance  in  meet- 
ing assisted  housing  needs  and  the  cost  per  housing  unit. 
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HUD  Assisted  Housing  Programs 

$12.5  billion  is  authorized  for  section  8  lower-income  rental 
housing  and  the  public  housing  program;  $1.7  billion  of  that  amount 
i#ould  be  used  for  public  housing  modernization.   The  authorized 
amount,  in  addition  to  funds  recaptured  from  the  rent  supplement 
program,  would  be  sufficient  to  assist  approximately  136,000 
families,  including  15,000  newly-constructed  public  housing  units, 
4,000  newly-constructed  Indian  public  housing  units,  16,000  section 
202  elderly  or  handicapped  units,  and  101,000  section  8  existing 
units  (76,000  of  which  are  conversions  to  section  8  from  other 
assisted  housing  programs).   $1.6  billion  is  authorized  for  public 
housing  operating  subsidies  and  public  housing  authorities  may  also 
use  development  funds  to  cover  operating  costs.   $32  million  is 
authorized  for  the  troubled  projects  program,  which  together  with 
funds  transfered  from  the  Rental  Housing  Assistance  Fund  would 
provide  a  program  level  of  $56  million.   $770  million  is  authori- 
zed for  section  202  elderly  and  handicapped  housing  loans  and  the 
maximum  chargeable  interst  rate  for  that  program  is  set  at  9  1/4 
percent.   A  Financial  Adjustment  Factor  is  authorized  to  assist 
the  Section  8  pipeline. 

Rural  Housing  Programs 

The  bill  would  reauthorize  the  major  FmHA  housing  programs, 
generally  at  the  higher  of  the  authorization  or  appropriation 
level  provided  in  fiscal  year  1982.   These  fund  would  assist 
approximately  57,200  more  families  than  proposed  in  the  Administration 
budget.   $2.73  billion  is  authorized  for  approximately  60,970' 
section  502  low-income  homeownership  loans,  40,800  of  which  %^uld 
be  for  previously  unassisted  units.   $398  million  is  authorized 
for  section  521  rental  assistance  payments;  $173  million  of  that 
amount  would  support  16,420  new  units.   Additional  authorizations 
include:   $25  million  for  section  504  home  repair  loans,  $25  million 
for  section  504  home  repair  grants,  $25.6  million  for  section  514 
farm  labor  housing  loans,  $25  million  for  section  516  farm  labor 
housing  grants,  $940  million  for  section  515  rental  housing  loans, 
$5  million  for  section  524  rural  housing  site  loans,  $2  million  for 
section  525  technical  assistance  grants,  $15  million  for  section 
523  self-help  housing  grants,  $3  million  for  section  523  self-help 
housing  site  loans,  and  $2  million  for  section  509  construction 
defects  payments.   The  definition  of  adjusted  income  and  the  per- 
centage of  such  income  that  must  be  contributed  to  mortgage  payments 
or  to  rent  are  amended  to  conform  to  requirements  of  HUD-assisted 
housing  programs.   A  farmworker  housing  project  could  not  be  rejected 
based  on  other  types  of  housing  needs  identified  in  an  area. 

Miscellaneous  Amendments 

All  FHA  mortgage  and  insurance  programs  provided  under  the 
National  Housing  Act  would  be  extended  for  one  year.   Maximum  FHA 
insuring  authority  would  be  set  at  $40  billion  for  fiscal  year  1983. 
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The  Brooke-Cranston  emergency  home  mortgage  purchace  program  is 
extended  through  fiscal  year  1983.   $1.9  billion  is  authorized 
for  the  GNNA  tandem  program.   $68.25  billion  is  authorized  for 
the  GNMA  mortgage-backed  securities  program.   $144  million  is 
authorized  for  the  DOE  weather ization  grant  program,  $4  million 
is  authorized  for  the  HUD  housing  counselling  program  and  $20 
Billion  is  authorized  for  the  HUD  research  program.   The  federal 
flood  insurance  and  crime  and  riot  insurance  programs  are  extended 
through  fiscal  year  1983.   Amendments  would  clarify  that  the 
statutory  limits  on  first  mortgages  purchased  by  FNMA  or  FHLMC 
^ply  to  the  total  mortgage  amount  whether  or  not  the  whole  mort- 
gage or  a  partial  interest  in  the  mortgage  is  purchased.   FNMA  and 
PBLNC  are  authorized  to  deal  in  second  mortgages  which  do  not  exceed 
specified  amounts  and  which  are  used  to  finance  home  improvements 
or  the  purchase  or  sale  of  a  new  or  existing  home.   $225  million 
in  guarantees  is  authorized  for  the  CDBG  section  108  loan  guarantee 
program  ($3,666  billion  for  CDBG  and  $500  million  for  UDAG  in  fiscal 
year  1983  were  authorized  in  the  Omnibus  Reconciliation  Act  of  1981). 
$68  million  is  authorized  for  the  section  312  rehabilitation  loan 
program  and  60  percent  of  those  funds  must  be  used  for  the  rehabili- 
tation of  single-family  homes.   $15,512  million  is  authorized  for 
the  Neighborhood  Reinvestment  Corporation. 

Chairman  Gonzalez.  I  thank  you,  gentlemen,  for  your  patience. 
And  I  thank  you,  Mr.  Stanton,  and  will  recognize  you,  sir. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman. 

It  is  with  regret  that  I  have  to  announce,  Mr.  Chairman,  I  do  not 
have  an  opening  statement.  But  I  do  feel  obligated  to  express  on 
behalf  of  the  administration  their  thanks  for  your  kind  words  of 
encouragement.  [Laughter.] 

I  am  impressed  with  our  panel  this  morning.  In  many  ways  you 
represent  the  aspirations  and  the  hopes  of  literally  hundreds  of 
millions  of  people.  Your  memberships  are  the  people  that  are  liter- 
ally involved  with  the  bricks  and  mortar  of  building  America,  the 
people  who  finance  it,  and  the  people  who  make  it  possible  through 
their  sales  organizations  to  occupy  what  has  been,  as  the  chairman 
said,  the  American  dream. 

It  is  more  than  a  dream  to  millions  of  Americans,  but  certainly  it 
is  still  a  dream  to  99%  o  percent  of  the  world.  And  I  think  it  is 
through  your  organizations  that  have  come  before  Congress  for  dec- 
ades, presenting  your  hopes,  your  aspirations,  that  has  made  it  pos- 
sible for  us  to  deliberately  and  to  hopefully  accomplish,  within  our 
limited  resources,  the  goals  which  your  people  want. 

There  is  no  doubt  that  this  year  is  different  from  many  others. 
We  have  come  to  recognize  that  there  are  indeed  limits  upon  what 
the  Federal  treasury  can  continue  to  provide  as  the  necessary  capi- 
tal to  carry  on  what,  as  I  stated  before,  was  indeed  a  goal  of  all  of 
us,  and  that  is  decent,  safe,  and  sanitary  housing  for  as  many 
Americans  as  possible. 

When  we  face  these  realities  of  the  limitations  that  we  must  live 
with,  I  am  reminded  that  it  is  regrettable  that  we  do  not  have 
greater  attendance  this  morning.  I  think  it  can  be  accounted  for  by 
maybe  two  thoughts:  First  of  course,  the  limitation  on  the  amount 
of  action  on  the  House  floor  this  week  kept  many  members,  I  sup- 
pose, in  their  home  districts,  from  both  sides  of  the  aisle. 

Second,  I  think,  Mr.  Chairman,  I  hope  it  is  that,  rather  than  the 
feeling  that  last  year  was  a  lesson  to  all  of  us,  in  that  what  we  do 
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here  is  not  so  important  as  what  we  accomplish  on  the  House  floor. 
We  saw  the  results  that  took  place  last  year.  When  housing  gets 
partisan,  nothing  happens,  and  then  our  realm  of  responsibility  is 
removed  from  us  to  a  higher  level. 

And  Mr.  Chairman,  regardless  of  what  you  say  of  the  administra- 
tion, they  still  dictate  the  final  form  of  any  housing  bill.  It  would 
be  my  hope,  though,  as  a  member  of  the  Housing  Subcommittee,  to 
fashion,  as  best  as  we  possibly  can  this  year,  within  the  realm  of 
this  room,  a  bipartisan  approach  to  these  problems.  That  will  be 
necessary  if  we  are  to  have  an  element  of  respect  within  the  com- 
mittee and  within  the  Congress  itself,  to  say  that  we  indeed  are  a 
Housing  Subcommittee  that  makes  an  imprint  upon  the  housing 
construction  industry  and  the  housing  programs  of  our  country. 

We  have  had  a  great  tradition  over  the  years  and  it  was  regretta- 
ble that  last  year  we  did  not  have  that.  So  it  was  with  that  thought 
in  mind,  Mr.  Chairman,  that  while  we  lack  quantity  we  hope  we 
would  have  quality  here  today,  which  indeed  we  do,  as  I  look 
around  us.  I  hope  that  we  can  forge  this  period  of  nonpartisan,  bi- 
partisan support  for  a  housing  bill  that  through  the  weeks  ahead 
will  have  indeed,  hopefully,  a  positive  impact  upon  our  country  and 
on  the  road  to  recovery. 

I  thank  you  very  much. 

Chairman  Gonzalez.  I  want  to  thank  the  distinguished  leader 
here  very  much  for  your  kind  words  and  express  my  hope  that  that 
will  be  the  case. 

I  do  not  think  we  ever  lost  sight  of  the  fact  that  individually  we 
are  1  out  of  435  and  that  you  have  to  have  some  kind  of  a  give  and 
take  in  the  processes.  But  this  year  what  I  am  trying  to  say  is  that, 
with  your  offer  of  help,  it  is  most  encouraging,  because  if  we  give 
and  take,  then  there  is  no  problem. 

Thank  you  very  much. 

We  will  proceed  to  recognize  the  distinguished  president  of  the 
National  Association  of  Home  Builders. 

Thank  you  very  much  again  for  being  with  us  this  morning,  sir. 

STATEMENT  OF  FRED  J.  NAPOLITANO,  PRESIDENT  NATIONAL 
ASSOCIATION  OF  HOME  BUILDERS;  ACCOMPANIED  BY  JIM 
SCHUYLER,  STAFF  VICE  PRESIDENT  AND  LEGISLATIVE  COUN- 
SEL, NAHB 

Mr.  Napolitano.  Thank  you  very  much,  Mr.  Chairman.  My 
name  is  Fred  Napolitano  and  I  am  a  homebuilder  from  Virginia 
Beach,  Va.  And  I  am  testifying  today  on  behalf  of  the  more  than 
114,000  members  of  the  National  Association  of  Home  Builders, 
known  as  NAHB. 

Mr.  Chairman,  that  number  is  significant,  because  since  Novem- 
ber of  1981  NAHB  has  suffered  a  loss  of  over  9,000  members,  and 
every  month  that  figure  is  climbing  very  rapidly  through  bank- 
ruptcies and  people  that  are  leaving  the  industry  and  trying  to  find 
employment  elsewhere. 

NAHB  is  a  trade  association  of  the  Nation's  homebuilding  indus- 
try, of  which  I  am  president.  Accompanying  me  today  is  Jim 
Schuyler,  our  staff  vice  president  and  legislative  counsel. 
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Mr.  Chairman,  I  will  submit,  with  your  permission,  the  full  testi- 
mony we  have  and  summarize  during  this  meeting. 

Chairman  Gonzalez.  Certainly.  Without  objection,  we  will  do 
that  and  the  record  will  show  your  full  statement  as  prepared,  and 
then  you  may  proceed  as  you  see  fit. 

Mr.  Napoutano.  I  certainly  appreciate  the  opportunity  to  lead 
off  this  series  of  comprehensive  hearings  on  the  condition  of  hous- 
ing in  America  today  and  to  discuss  proposed  remedies  and  solu- 
tions to  the  problems  which  afflict  the  housing  industry,  the  hard- 
pressed  potential  homebuyer,  the  renter,  and  our  overall  national 
economy. 

My  message  today  is  simple  and  clear:  The  housing  collapse  that 
we  feared  and  prayed  would  not  occur  is  upon  us.  Let  me  empha- 
size a  few  key  points. 

The  housing  recovery  is  essential  to  the  recovery  of  the  entire 
economy.  Anyone  who  does  not  believe  that  or  understand  that  by 
this  time  is  living  in  a  false  world.  Housing  production  is  in  the 
deepest  and  longest  depression  since  World  War  II.  Construction 
unemployment  has  reached  over  1  million.  Virtually  no  young 
working  family  seeking  housing  today  can  afford  a  modest  new 
home. 

Mr.  Chairman,  it  is  with  this  bleak  and  pessimistic  perspective 
that  we  view  proposed  housing  legislation  for  fiscal  year  1982  and 
fiscal  year  1983.  In  the  short  term,  we  are  coming  to  the  subcom- 
mittee with  hat  in  hand,  because  we  feel  that  it  is  the  survival  of 
this  fragmented,  small-business-dominated  and  important  industry 
and  the  entire  delivery  system  that  is  at  stake. 

Equally  as  important,  I  believe,  to  the  future  of  our  country  is 
the  ability  to  restore  the  opportunity  of  homeownership  and  decent 
shelter  for  millions  of  young  families,  the  elderly,  the  poor,  and  the 
not-so-poor,  all  of  whom  are  fighting  a  losing  battle  to  meet  their 
housing  needs. 

Mr.  Chairman,  I  feel  like  I  am  reading  one  of  your  speeches,  and 
in  fact  I  am.  As  you  said  earlier  this  month,  housing  is  at  the  cross- 
roads. It  is  simply  not  possible  to  meet  the  housing  needs  of  the 
Nation  without  an  affirmative,  effective  national  commitment  to 
housing. 

The  phrase  I  have  been  using  all  year,  Mr.  Chairman,  is  that 
housing  must  again  become  a  national  priority  to  preserve  the 
American  dream.  Enough  of  the  rhetoric,  but  I  do  share  your 
strong  commitment  to  housing  and  some  of  your  indignation  and 
frustration  as  well. 

With  that  in  mind,  I  believe  that  there  are  two  key  short-term 
priorities  which  will  help  to  restore  a  reasonable  level  of  housing 
production,  that  will  put  people  back  to  work,  increase  Federal  rev- 
enues, and  help  lead  the  country  out  of  this  recession. 

First,  to  stimulate  the  construction  of  for-sale  housing — single 
family,  condominiums  and  cooperatives — we  strongly  support  an 
emergency  interest  reduction  program  to  be  implemented  in  fiscal 
year  1982.  Such  a  program  would  provide  Federal  assistance  to  buy 
down  the  mortgage  interest  rates  by  up  to  400  basis  points  or  4  per- 
cent for  5  years,  and  it  would  have  a  growing  equity  feature.  The 
basic  principles  of  this  program  are  contained  in  legislation  just  in- 
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troduced  by  Representative  Jerry  Patterson,  which  we  are  pleased 
to  support. 

Mr.  Chairman,  the  most  important  point  to  make  regarding  this 
type  of  program  is  timing,  the  need  for  immediate  action  by  Con- 
gress and  the  administration,  so  that  this  stimulus  could  begin  to 
take  effect  during  this  year's  building  season.  In  order  to  allow 
builders  time  to  plan  and  work,  such  a  program  would  have  to  be 
in  place  and  activated  by  June  of  this  year.  Now,  I  know  that  is  a 
tight  time  frame  for  congressional  and  administration  action,  but  I 
believe  it  is  important  for  you  to  know  what  needs  to  be  done  in 
order  to  achieve  the  intended  results. 

Regarding  multifamily  production,  I  believe  that  the  most  signifi- 
cant action  that  could  be  taken  to  create  jobs  and  stimulate  con- 
struction would  be  to  push  out  the  HUD  and  Farmers  Home  pipe- 
line as  quickly  as  possible,  and  Tm  referring  to  section  8,  section 
202,  section  515,  tandem  and  public  housing  construction. 

Mr.  Chairman,  I  recognize  that  this  would  represent  an  almost 
180-degree  reversal  for  the  administration.  But  the  pipeline  is  the 
only  source  of  production  that  could  move  this  year  and  have  an 
impact  on  employment  and  the  overall  economy. 

We  are  pleased,  Mr.  Chairman,  that  your  bill  addresses  the  issue 
of  funding  and  the  interest  level  for  the  section  202  programs  and  a 
realistic  financing  adjustment  factor  to  section  8  and  funding  for 
the  GNMA  tandem  programs.  NAHB  supports  these  essential  ef- 
forts as  a  minimum  to  move  the  existing  pipeline  and  maintain  el- 
derly housing  production.  We  would  suggest  that  consideration  be 
given  to  accelerating  the  pipeline  more  rapidly  through  the  fiscal 
year  1982  supplemental  funding  for  the  GNMA  tandem  programs. 

Mr.  Chairman,  you  have  long  championed  the  importance  of  the 
FHA  insurance,  the  VA  guarantee  and  the  GNMA  mortgage- 
backed  security  programs.  We  strongly  endorse  the  maximum  FHA 
authority  of  $40  billion  and  GNMA  authority  of  $68.25  billion  au- 
thorized in  your  bill. 

In  addition,  we  will  join  with  you  to  fight  any  administration 
proposal  to  restrict  FHA  activity  to  first-time  home  buyers  or 
inner-city  residents.  Such  proposals  are  not  in  the  interest  of  main- 
taining the  actuarially  sound  and  successful  FHA  program  that  we 
will  continue  to  need  in  the  future. 

There  are  over  200  rural  builders  who  came  to  Washington  last 
week,  representing  many  other  builders  who  could  no  longer  afford 
the  trip.  Their  message  was  that  the  Farmers  Home  housing  pro- 
grams represent  the  only  source  of  mortgage  credit  in  over  half  of 
the  counties  in  rural  America.  Farmers  Home  is  the  only  effective 
delivery  system  of  mortgage  credit  for  many  rural  areas. 

The  administration's  proposed  fiscal  year  1983  budget  for  these 
programs  brings  them  one  step  closer  to  elimination.  Mr.  Chair- 
man, we  strongly  support  the  level  of  funding  in  H.R.  5731  for 
rural  housing,  for  rural  programs  that  would  essentially  maintain 
the  fiscal  vear  1982  funding  levels.  In  addition,  we  support  a  suffi- 
cient level  of  rental  assistance  funds  to  make  section  515  produc- 
tion feasible,  and  we  will  furnish  in  the  near  future  the  figures 
that  we  think  are  needed  in  that  area.* 


*  $1)40  million  for  section  515;  $2M  billion  for  section  502  low  income;  $429  million  for  section 
502  moderate;  and  $1^98  million  for  rental  assistance. 
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Our  preoccupation  with  short-term  programs  has  not  given  us 
sufficient  time  to  evaluate  the  new  multifamily  program  proposed 
by  Representative  Schumer  and  contained  in  the  chairman's  bill. 
We  strongly  support  the  development  of  a  workable,  cost-effective 
multifamily  rental  production  program.  We  welcome  Representa- 
tive Schumer's  proposal  because  it  recognizes  the  need  for  multi- 
family  production,  and  we  would  be  pleased  to  provide  detailed 
comments  from  our  multifamily  builders. 

Many  of  our  builders  have  successfully  used  the  section  235  pro- 
gram and  fought  for  the  recapture  provisions  and  other  recent  re- 
finements which  have  improved  the  effectiveness  of  the  program. 
We  support  its  extension  and  funding  in  the  chairman's  bill. 

On  a  more  immediate  issue,  we  strongly  urge  the  subcommittee 
to  support  the  chairman's  bill  to  extend  the  section  235  program 
imtil  the  end  of  fiscal  year  1982.  The  program  is  due  to  expire  on 
March  31,  and  we  fear  that  thousands  of  commitments  could  be 
lost  unless  the  extension  is  approved. 

At  a  time  when  many  builders  are  barely  hanging  on  and  when 
the  section  235  commitments  are  like  precious  gems  to  lower 
income  home  buyers,  the  loss  of  any  units  under  the  program 
would  indeed  be  tragic.  For  a  variety  of  reasons,  including  the 
harsh  winter  weather,  the  delay  in  processing  and  buyer  cancella- 
tions due  to  economic  hardship,  extension  of  the  March  31  date  is 
very  essential.  I  hope  this  legislation  can  be  considered  by  the  full 
House  rapidly  and  without  controversy. 

Mr.  Chairman,  we  in  the  housing  industry  are  truly  at  the  mercy 
of  Congress  and  the  administration  at  this  critical  time.  What  is 
needed  is  immediate  passage  of  legislation,  such  as  the  Patterson 
bill,  that  addresses  the  current  crisis  in  housing  and  the  economy.  I 
am  encouraged  that  you  recognize  the  need  for  an  affirmative,  ef- 
fective national  commitment  to  housing  in  your  bill,  H.R.  5731. 
You  should  be  proud  of  the  outstanding  work  that  your  subcommit- 
tee staff  on  both  majority  and  minority  have  been  doing  along 
these  lines.  I  was  very  pleased  to  hear  you  say,  and  Mr.  Stanton  to 
say  also,  that  you  hope  you  can  work  this  year  in  a  bipartisan  at- 
mosphere. 

Mr.  Chairman,  I  have  met  with  several  of  you  personally  and 
that  has  been  the  message  I  have  been  trying  to  get  across  to  ev- 
eryone on  the  Hill:  Housing  is  too  critical  an  issue  at  this  time.  We 
waited  last  year  and  we  see  the  results  of  it  this  year.  It  is  too  criti- 
cal to  be  partisan  in  this  regard. 

We  must  be  concerned  with  the  American  people  and  what  is 
happening  to  the  American  people  in  their  ability  to  buy  affordable 
homes,  to  live  in  decent  shelter.  And  I  think  it  is  time  we  put  parti- 
sanship aside.  Let  us  get  to  a  bill  and  to  a  conclusion  that  will 
again  house  the  American  people  in  the  style  that  they  have  been 
accustomed  to,  a  style  that  is  needed  out  there,  and  will  maintain 
the  United  States  as  the  best  housed  country  in  the  world. 

Mr.  Chairman,  I  thank  you  for  this  opportunity.  And  I  will  be 
happy  at  the  appropriate  time  to  answer  any  questions. 

[Mr.  Napolitano's  prepared  statement,  on  behalf  of  the  National 
Association  of  Home  Builders,  follows:] 
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STATEMENT  OF 

THE  NATIONAL  ASSOCIATION  OF  HOME  BUILDERS 

before  the 

SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 

COMMITTEE  ON  BANKING,  FINANCE  AND  URBAN  AFFAIRS 

U.S.  HOUSE  OF  REPRESENTATIVES 

on 

HOUSING  ACT  OF  1982 

Mr,  Chairman  and  Members  of  the  Subcommittee: 

My  name  is  Fred  J.  Napolitano  and  I  2un  a  homebuilder  from 
Virginia  Beach,  Virginia.   I  am  testifying  today  on  behalf  of  the  more 
than  114,000  members  of  the  National  Association  of  Home  Builders 
(NAHB).   Mr.  Chairman,  since  November  of  1981  NAHB  has  suffered  a  loss 
of  over  9,000  members.   NAHB  is  a  trade  association  of  the  nation's 
homebuilding  industry,  of  which  I  am  President.   Accompanying  me 
today  are  Robert  D  Bannister,  Senior  Staff  Vice  President  for  Govern- 
ment Affairs  and  Jim  Schuyler,  Staff  Vice  President  and  Legislative 
Counsel . 

Mr,  Chairman,  I  certainly  appreciate  the  opportunity  to  lead  off 
this  series  of  comprehensive  hearings  on  the  condition  of  housing  in 
America  today  and  to  discuss  proposed  remedies  and  solutions  to  the 
problems  which  afflict  the  housing  industry,  the  hard-pressed  poten- 
tial homebuyer  and  renter  and  our  overall  national  economy. 

As  you  know,  Mr.  Chairman,  we  have  appeared  before  this  Subcom- 
mittee for  the  last  three  years  and  have  regularly  warned  that  all 
signals  pointed  to  a  housing  depression  that  would  have  grave  conse- 
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quences  for  the  national  economy  and  the  social  and  political  fabric 
of  our  nation  unless  positive  action  were  taken  to  avoid  such  a 
catastrophe.   I  do  not  believe  that  we  underestimated  or  overdrama- 
tized  the  gravity  of  the  crisis.   My  message  today  is  simple  and 
clear  —  the  housing  collapse  that  we  feared  but  prayed  would  not 
occur  is  upon  us. 

I  need  not  repeat  the  statistics  which  are  graphically  outlined 
in  my  testimony. 

HOUSING  PRODUCTION 

*  New  housing  production  in  1981  totaled  1.1  million  units  as 
against  ^n  annual  need  for  new  homes  that  has  been  estimated 
conservatively  at  1.8  million  units  throughout  the  1980s. 
Last  year  was  the  worst  housing  production  year  since  1946. 

*  1982  could  finish  as  the  worst  post-war  production  year  yet. 
NAHB*s  optimistic  forecast  for  this  year  holds  annual  pro- 
duction to  about  one  million.   Housing  starts  in  January 
fell  to  a  seasonally  adjusted  Annual  rate  of  S94»000»  down 

44  percent  from  a  year  earlier  and  dowri  Tr^.-r^   than  60  percent 
from  the  2  nillion  annual  production  levels  in  1977  and 
1978.   January  was  the  sixth  consecutive  month  that  housing 
starts  were  below  the  one  million  annual  level. 

*  March  is  the  39th  month  of  recession  in  housing.   The  previous 
record  was  set  during  the  Eisenhower  Administration  when  the 
housing  recession  lasted  27  months. 

NEW  HOME  SALES 

*  1981  was  the  worst  year  for  new  home  sales  since  the  Census 
Bureau  began  collecting  statistics  in  1963.   Only  426 r 000  new 
homes  were  sold,  compared  to  545,000  homes  in  1980  and  more 
than  800,000  in  1977  and  1978. 

*  Since  March  1981 #  annual  new  home  sales  rates  have  been  under 
the  500,000  level.   In  January  this  year,  the  annual  sales 
rate  of  new  homes  was  353,000. 

*  Actual  sales  in  January  nationwide  were  25,000  new  homes  — 
roughly  the  monthly  number  of  new  homes  that  were  sold  in 
the  West  alone  during  1978  and  1979.   In  all  of  the  Western 
states,  only  7,000  new  homes  were  actually  sold  in  January. 
Only  4,000  new  homes  were  sold  in  the  Northeastern  and  North 
Central  states  combined. 
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INTEREST  RATES 


Conventional  mortgage  interest  rates  now  average  17  percent. 
Mortgage  rates  at  such  high  levels  price  the  vast  majority 
of  potential  buyers  out  of  the  market. 

Interest  rates  normally  fall  rapidly  and  decisively  during 
recession,  but  in  this  downturn  they  have  declined  slowly 
and  have  remained  in  an  historically  high  range.   Analysts 
forecast  that  mortgage  rates  are  not  likely  to  drop  below  15 
percent  this  year,  thereby  killing  off  any  chances  for  a 
housing  recovery  in  1982.   The  consensus  is  that  home  sales 
will  remain  at  depression  levels  until  mortgage  rates  drop 
to  the  12  percent  range,  which  by  historical  standards  still 
represents  an  extraordinarily  high  cost  of  home  financing. 

By  reducing  interest  rates  from  16  percent  to  12  percent, 
4.6  million  additional  families  could  qualify  for  a  $65,000 
mortgage.   At  12  percent  interest  rates  more  than  22  percent 
of  the  nation's  fzunilies  have  the  $35,000  income  needed  to 
qualify  for  a  modest  $65,000  mortgage.   At  16  percent,  fewer 
than  14  percent  have  the  $44,000  income  needed  to  qualify 
for  the  same  mortgage  amount. 


UNEMPLOYMENT 


Unemployment  in  the  construction  trades  in  February  was  18.1 
percent  or  928,000  unemployed  workers,  accounting  for  10 
percent  of  the  total  unemployed  work  force.   Another  200,000 
skilled  craftsmen  could  lose  their  jobs  over  the  next  several 
months. 

An  estimated  200,000  self-employed  people  in  construction* 
related  businesses  have  either  shut  down  or  sharply  curtailed 
their  operations  in  the  housing  industry.   Self-employed 
people  are  not  counted  in  the  Labor  Department's  unemployment 
statistics. 

Bankruptcies  are  up  35  percent  for  construction  firms  and  70 
percent  for  subcontractors. 

Rising  joblessness  toward  levels  not  experienced  since  the 
1930s  continues  to  feed  the  federal  deficit.   The  Congres- 
sional Budget  Office  estimates  that  every  1  percent  increase 
in  unemployment  costs  the  Treasury  $25  billion  —  $19  billion 
in  lost  revenue  and  $6  billion  in  new  expenditures  to  pay  for 
unemployment  progreuns. 
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U.S.  vs  THE  WORLD 

New  housing  production  in  the  United  States  is  outdistanced  by 
almost  every  industrialized  nation  and  the  Soviet  Union.   Among  the 
major  Western  nations  only  Great  Britain  has  recently  been  investing 
less  in  its  housing  stock  than  the  U.S. 

^   In  1946 »  8  housing  units  were  produced  per  thousand  of  U.S. 
population.   Last  year,  the  U.S.  rate  fell  to  only  4.2  starts 
per  thousand.   In  the  U.S.S.R.  last  year,  housing  production 
was  reported  at  8  units  per  thousand. 

*  1981  housing  production  in  Japan  was  higher  than  in  the  U.S. , 
even  though  it  has  roughly  one-half  the  population.  And  they 
thought  they  were  in  the  midst  of  a  downturn 1 

*  Private  residential  investment  in  1980  was  only  4  percent  of 
our  nation's  Gross  National  Product,  compared  to  6.8  percent 
in  France  and  West  Germany,  6.5  percent  in  Japan,  5  percent 
in  Italy  and  4.8  percent  in  Canada. 

^   According  to  the  Federal  Reserve  Board,  housing's  share  of 
the  credit  markets  has  declined  from  31  percent  in  the  1950s 
and  about  25  percent  in  the  1960s  and  1970s  to  only  16.4  per- 
cent in  1980-81.   By  comparison,  the  federal  government's 
share  has  increased  from  7.7  percent  in  the  1950s  to  almost 
one-third  last  year. 

Mr.  Chairman,  it  is  with  this  bleak  and  pessimistic  perspective 
that  we  view  proposed  housing  legislation  for  FY* 82  and  FY* 83.   In 
the  short-term,  we  are  coming  to  this  Subcommittee  with  "hat  in  hand" 
because  we  feel  that  it  is  the  survival  of  this  fragmented,  small 
business-dominated  and  important  industry  and  the  entire  delivery 
system  that  is  at  stake.   Equally  as  important,  I  believe,  to  the 
future  of  our  country  is  the  ability  to  restore  the  opportunity  of 
homeownership  and  decent  shelter  for  millions  of  young  families,  the 
elderly,  the  poor  and  the  not-so-poor  —  all  of  whom  are  fighting  a 
losing  battle  to  meet  their  housing  needs. 

Mr.  Chairman,  I  feel  like  I  am  reading  one  of  your  speeches. 
And,  in  fact,  I  am.   As  you  said  earlier  this  month,  housing  is  "at 
the  crossroads."   "It  is  simply  not  possible  to  meet  the  housing  needs 
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of  the  nation  —  without  an  affirmative,  effective  national  commit- 
ment to  housing."   The  phrase  I  have  used,  Mr.  Chairman,  is  that  %re 
must  make  housing  a  national  priority  again  —  to  preserve  the  Ameri- 
can dream.   Enough  of  the  rhetoric,  but,  Mr.  Chairman,  I  do  share 
your  strong  commitment  to  housing  —  and  some  of  your  indignation 
and  frustration  as  well. 

SHORT-TERM  PRIORITIES 

With  that  in  mind,  I  believe  that  there  are  two  key  short-term 
priorities  which  will  help  to  restore  a  reasonable  level  of  housing 
production  that  will  put  people  back  to  work,  increase  federal  reve- 
nues and  help  lead  the  country  out  of  the  recession. 

FOR-SALE  HOUSING 

First,  to  stimulate  the  construction  of  "for-sale"  housing 
(single-family,  condominiums  and  cooperatives),  we  strongly  support 
an  emergency  interest  reduction  program  to  be  implemented  in  FY* 82. 
Such  a  progreun  would  provide  federal  assistance  to  buy-down  the  mort- 
gage interest  rate  by  up  to  400  basis  points  (4  percent)  for  five 
years.   The  major  elements  of  the  program  are  as  follows: 

1.  FHA-insured,  VA-guaranteed  and  conventional  mortgages  would 
be  eligible. 

2.  GNMA  would  provide  support  in  operating  the  program. 

3.  Maximum  mortgage  limits  would  be  at  least  equal  to  FHA  203(b) 
limits  including  high-cost  area  allowances. 

4.  The  assistance  would  be  fully  recaptured  by  the  government 
upon  sale  or  refinancing  (but  not  in  excess  of  50  percent  of 
the  net  appreciation  of  the  property). 
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5.  The  assistance  would  be  secured  by  a  second  mortgage  to  be 
paid  off  upon  sale  or  refinancing. 

6.  Refinancing  could  occur  at  any  time  without  penalty. 

7.  Only  newly  constructed  for-sale  units  to  be  used  as  princi- 
pal residences  are  eligible. 

8.  Debt  service  would  be  increased  annually  for  five  years 
(beginning  in  the  second  year)  by  0.75  percent  of  initial 
mortgage  amount.   The  entire  amount  of  the  increase  would  be 
used  to  reduce  the  principal  obligation. 

9.  Amortization  based  on  a  30-year  fixed-rate  mortgage  at 
market  rate. 

10.  Program  level  of  400»000  to  500,000  units  authorized. 

11.  Program  would  expire  if  interest  rat^s  dropped  to  10  percent. 
Assistance  woud  be  phased-down  from  4  percent  to  zero  as 
market  rate  goes  below  14  percent. 

Mr.  Chairman,  the  basic  principles  of  this  program  are  contained 
in  legislation  just  introduced  by  Rep.  Jerry  Patterson  (D-CA),  which 
we  are  pleased  to  enthusiastically  support. 

Let  me  give  you  an  example  of  how  this  program  would  work.   The 
interest  rate  for  the  first  five  years  would  be  reduced  from  15.5 
percent  to  11.5  percent  (FHA-insured) . 

On  a  $65,000  mortgage,  this  would  reduce  the  monthly  payment  in 
the  first  year  from  $848  to  $644,  qualifying  7.8  million  additional 
families.   Combined  with  the  interest  assistance  feature  of  the  pro- 
gram, mortgages  would  have  a  growing  equity  feature.   During  the 
first  five  years  of  the  loan,  annual  payments  would  increase  by  $488 
(about  $40  per  month).   However,  those  increases  would  be  applied  to 
the  principal  rather  than  to  interest,  allowing  the  mortgage  to  be 
paid  off  entirely  by  the  end  of  the  19th  year.   The  example  assumes 
that  at  the  beginning  of  Year  Six,  the  loan  will  be  amortized  at  the 
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original  market  rate  of  15.5  percent.   If  the  market  rate  falls  and 
the  owner  chooses  to  refinance  at  the  end  of  Year  Six,  the  loan 
could  be  paid  off  more  rapidly.   (See  attached  chart  Exhibit  "A".) 

For  each  100,000  newly  constructed  units  in  such  a  program,  the 
government  assistance  would  be  paid  in  five  annual  increments  — 
$260  million  in  the  first  year  and  a  total  of  $1.28  billion  over  the 
length  of  the  assistance  period.   The  new  building  activity  would 
generate  $1  billion  in  direct  federal  personal,  corporate  and  Social 
Security  taxes  during  the  first  year,  which  would  in  large  measure 
offset  the  first  year  cost  to  the  Treasury. 

The  secondary  impacts  would  be  even  more  significant,  but  are 
difficult  to  calculate  in  dollars.   These  include  reductions  in 
unemployment  compensation,  food  stamps  and  other  public  assistance 
payments.   In  addition,  there  would  be  a  major  ripple  effect  in  terms 
of  job  expansion  in  other  sectors  of  the  economy  which  are  so  depen- 
dent upon  home  building.   As  important,  this  program  would  restore 
horoeownership  opportunity  for  many  young  families  who  have  been 
priced  out  of  the  market. 

As  Chairman  Richard  Lugar  of  the  Senate  Housing  Subcommittee  said 
when  he  announced  a  similar  program,  "Housing  has  always  led  us  out 
of  a  recession  before,  and  it  will  do  so  again  with  this  program  ••• 
If  we  don*t  do  something  now  to  preserve  housing  related  jobs,  when 
recovery  comes,  there  won*t  be  enough  people  building  homes  and  there 
will  be  terrific  inflationary  pressures  just  as  there  were  after  the 
1975  recession." 
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Mr.  Chairman,  the  nost  important  point  to  make  regarding  this 
type  of  program  is  timing  —  the  need  for  immediate  action  by  Congress 
and  the  Administration  so  that  this  stimulus  could  begin  to  take  ef~ 
feet  during  this  years*  building  season.   In  order  to  allow  builders 
time  to  plan  and  trork,  such  a  program  would  have  to  be  in  place  and 
activated  by  June  of  this  year.   I  know  that  is  a  tight  time  frame 
for  Congressional  and  Administration  action,  but  I  believe  it  is 
important  for  you  to  know  %rhat  needs  to  be  done  in  order  to  achieve 
the  intended  result. 

MULTIFAMILY  RENTAL  HOUSING 

Regarding  multifamily  production,  I  believe  that  the  most  signi- 
ficant  action  that  could  be  taken  to  create  jobs  and  stimulate  con- 
struction  would  be  to  push  out  the  HUD  and  Farmers  Home  pipeline  as 
quickly  as  possible.   I  am  referring  to  Section  8,  Section  202, 
Section  515,  tandem  and  public  housing  construction.   Mr.  Chairman, 
I  recognize  that  this  would  represent  an  almost  180*  reversal  for 
the  Administration.   But  the  pipeline  is  the  only  source  of  pro- 
duction that  could  move  this  year  and  have  an  impact  on  employment 
and  the  overall  economy. 

It  is  our  understanding  that  there  are  over  150,000  units  in 
the  Section  8  pipeline  alone.   Some  35,000  units  are  reserved  for 
state  housing  finance  agencies  and  would  be  financed  by  mortgage 
revenue  bonds.   With  continued  high  interest  rates,  these  projects 
would  need  a  sufficient  financing  adjustment  factor  in  order  to  be 
financially  viable.   In  addition,  some  33,000  units  of  housing  for 
the  elderly  and  handicapped  have  direct  loan  commitments  under  the 
Section  202  program.   Almost  5,000  units  should  be  developed  in  rural 
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areas  under  the  Section  515  rural  program.  Finally,  most  of  the 
remaining  units  with  FHA-insured  mortgages  will  need  GNMA  tandem 
financing  in  order  to  proceed. 

Beyond  the  stimulus  effect  of  moving  the  pipeline,  such  action 
would  keep  faith  with  commitments  made  by  HUD  to  owners  and  develo- 
pers.  Based  upon  these  commitments,  project  sponsors  have  allocated 
funds  toward  development  of  final  working  drawings,  engineering  costs 
and  other  pre-development  expenses.   These  brave  souls  have  labored 
through  the  time-consuming  and  expensive  process  of  bringing  a  govern- 
ment-assisted housing  proposal  to  fruition. 

Mr.  Chairman,  if  these  commitments  are  rescinded  retroactively, 
the  only  beneficiaries  will  be  the  housing  attorneys  in  Washington 
who  will  litigate  the  legality  of  such  actions  for  years  in  the 
future.   The  greatest  damage,  of  course,  would  be  caused  to  the 
lower  income  families  and  elderly  who  would  be  denied  decent  housing. 

We  are  pleased,  Mr.  Chairman,  that  your  bill  addresses  the  issues 
of  funding  and  the  interest  level  for  the  Section  202  programs,  a 
realistic  financing  adjustment  factor  for  Section  8,  and  funding  for 
the  GNMA  tandem  programs.   NAHB  supports  these  essential  efforts  as 
a  minimum  to  move  the  existing  pipeline  and  maintain  elderly  housing 
production.   We  would  suggest  that  consideration  be  given  to  accele- 
rating that  process  through  FY* 82  supplemental  funding  for  the  GNMA 
tandem  programs. 
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OTHER  HOUSING  PROGRAMS 

FNA/GNMA  Credit  Programs 

Mr.  Chairman,  I  will  not  belabor  the  issue  o£  the  importance  o£ 
the  FHA  insurance,  VA-guarantee  and  GNMA  mortgage-backed  security 
programs.   Since  the  creation  of  FHA  in  1934,  more  than  16  million 
homes  have  been  purchased  with  low  downpayment  mortgages  insured  by 
the  federal  government  at  no  cost  to  the  public.  Obviously,  this  is 
the  worst  time  to  restrict  government  credit  for  housing  given  the 
conditions  of  the  housing  and  mortgage  finance  market.   FHA  and  VA 
represent  the  only  sources  of  low-do%mpayment ,  fixed-rate  long-term 
mortgages  available  today  and  throughout  the  housing  cycle.  GNMA  is 
essential  to  provide  the  capital  necessary  to  finance  these  loans. 
We  should  certainly  not  turn  away  from  the  proven  GNMA  program  in 
today's  environment,  while  we  continue  to  vrork  for  an  acceptable  con- 
ventional mortgage-backed  security  program.   Therefore,  we  strongly 
endorse  the  maximum  FHA  authority  of  $40  billion  and  GNMA  authority 
of  $68.25  billion  authorized  in  the  Chairman's  bill.   In  addition,  we 
will  join  the  Chairman  to  fight  any  Administration  proposal  to  re- 
strict FHA  activity  to  first-time  homebuyers  or  inner-city  residents. 
Such  proposals  are  not  in  the  interest  of  maintaining  the  actuarially 
sound  and  successful  FHA  program  that  we   will  continue  to  need  in  the 
future. 

RURAL  HOUSING 

Mr.  Chairman,  over  200  rural  builders  came  to  Washington  last 
week  representing  many  other  builders  who  could  not  afford  the  trip. 
Their  message  was  simple  and  direct  —  the  Farmers  Home  housing  pro- 
grams represent  the  only  source  of  mortgage  credit  in  over  half  of 
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the  counties  in  rural  America.   FmHA  is  the  only  effective  delivery 
system  of  mortgage  credit  for  many  rural  areas.   The  Administration's 
proposed  FY* 83  budget  for  these  programs  bring  them  one  step  closer 
to  elimination.   It  seems  clear  that  FY* 84  trould  see  the  end  of  the 
Section  502  and  515  programs,  with  no  alternative  method  of  financing 
being  proposed.   Proposals  to  convert  the  construction  programs  of 
FmHA  into  a  housing  block  grant  administered  by  the  state  disregards 
the  workability  of  these  programs  and  the  generally  effective  delivery 
system  in  place  through  FmHA  offices.   As  shown  in  the  following 
chart,  the  proposed  cuts  by  the  Administration  would  decimate  these 
essential  programs. 


FY*  82 


FY* 83  Proposed 


%  Cut 


Section  502 
Single-Family 
Low  Income 

$2.3  billion 
67,500  units 

$900  million 
20,000  units 

61% 

Section  502 
Moderate 

$429  million 
11,700  units 

-  0  - 

100% 

Section  515 
Rental 

$940  million 
29,400  units 

$200  million 
5,740  units 

79% 

Rural  Rental 
Assistance 

$398  million 
30,740  units 

$185  million 
6,830  units 

54% 

Total  New  Units 


108,600 


25,840 


67% 


Mr.  Chairman,  we  strongly  support  the  level  of  funding  in  H.R. 
5731  for  rural  programs  that  would  essentially  maintain  the  FY*82 
funding  levels.   In  addition,  we  support  a  sufficient  level  of  rental 
assistance  funds  to  make  Section  515  production  feasible. 
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Finally,  as  you  are  tiell  aware  r  Itr.  Chairsanr  there  ai^iears  to  be 
an  JIbbott  and  Costello  *1lho*8  on  first?*  gaae  being  played  between  BUD 
and  FbHA  regarding  eligibility  of  cGsnunities  between  10,000  and 
20,000  for  Faners  Hosie  credit  programs.   In  today's  environaent,  I 
cannot  understand  bow  any  federal  agency  could  make  a  determination 
that  such  coaoBunities  are  not  lacking  in  mortgage  credit  and  that  they 
should  be  denied  FmBA  assistance.   I  must  add  that  FmHA  has  made 
commitments  to  builders  and  developers  who  are  trorking  in  these  areas 
and  the  FmBA  memorandum  attached  to  my  testimony  (Exhibit  *B*)  shows 
that  FmBA  is  planning  an  "orderly  withdra%#al*  from  these  areas  by  the 
end  of  this  month.   A  one-month  notice  does  not  constitute  adequate 
notification  to  developers  %rho  have  relied  on  commitments  from  their 
county  offices.   Once  again,  unnecessary  and  costly  litigation  seems 
to  be  an  inappropriate  method  for  dealing  with  this  situation.   I 
appreciate  the  efforts  that  the  Chairman  and  members  of  the  Committee 
have  already  made  on  this  issue  and  hope  that  it  can  be  resolved 
administratively. 

HEW  MULTIFAHILY  PRODOCTIOW  PROGRAM 

Our  preoccupation  with  short-term  programs  has  not  given  us  suf- 
ficient time  to  evaluate  the  new  multifamily  program  proposed  by  Rep. 
Schumer  and  contained  in  the  Chairman's  bill.  We  also  recognize  that 
the  current  depression  in  housing  has  hit  more  dramatically  at  single- 
family  production  than  multifamily.   We  strongly  support  the  develop- 
ment of  a  workable  cost-effective  multifamly  rental  production  pro- 
grauD.   I  have  attached  a  copy  of  a  program  we  have  outlined  for  your 
consideration  (see  attached  Exhibit  *C*).   We  welcome  Rep.  Schumer*s 
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proposal  because  it  recognizes  the  need  for  multifsunily  production 
and  will  be  pleased  to  provide  detailed  comments  from  our  multifamily 
builders. 

SECTION  235 

Many  of  our  builders  have  successfully  used  the  Section  235  pro- 
gram and  fought  for  the  recapture  provisions  and  other  recent  refine- 
ments which  have  improved  the  effectiveness  of  the  progreun.   We  sup- 
port its  extension  and  funding  in  the  Chairman's  bill.   On  a  more 
immediate  issue,  we  strongly  urge  the  Subcommittee  to  support  the 
Chairman's  bill  to  extend  the  235  program  until  the  end  of  FY'82. 
The  program  is  due  to  expire  on  March  31  and  we  fear  that  thousands 
of  commitments  could  be  lost  unless  the  extension  is  approved.   At  a 
time  when  many  builders  are  barely  hanging  on  and  when  235  commitments 
are  like  precious  gems  to  lower-income  homebuyers,  the  loss  of  any 
units  under  the  program  would  indeed  be  tragic.   For  a  variety  of 
reasons  including  harsh  winter  weather,  delay  in  processing,  and  buyer 
cancellations  due  to  economic  hardship,  extension  of  the  March  31 
date  is  essential.   I  hope  this  legislation  could  be  considered  by 
the  full  House  rapidly  and  without  controversy. 

CONCLUSION 
Mr.  Chairman,  we  in  the  housing  industry  are  truly  at  the  mercy 
of  Congress  and  the  Administration  at  this  critical  time.   What  is 
needed  is  immediate  passage  of  legislation,  such  as  the  Patterson 
bill,  that  addresses  the  current  crisis  in  housing  and  the  economy. 
I  am  encouraged  that  you  and  others  have  recognized  the  need  for  an 
affirmative,  effective  national  commitment  to  housing.   You  should 
be  proud  of  the  outstanding  work  of  this  Subcommittee's  staff  -  both 
majority  and  minority.   We  look  forward  to  working  with  you  and 
with  your  staff  —  as  rapidly  as  possible  —  to  fashion  a  viable 
legislative  package.   I  am  most  grateful  for  the  opportunity  to 
appear  before  you  today,  and  would  be  pleased  to  answer  any  questions 
you  may  have . 
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Exhibit  "B" 
For  Adininistrativt  Use  Only  .  AN  No.    11    (1944) 

•    • 

UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
FARMERS  HOME  ADMINISTRATION 

Mfrch  5,  1982^^ 

TO:       County  Supervisors,  PbHA  ^^5  IH^ 

FROM:     State  Director,  FmHA 

SUBJECT:   Eligible  Rural  Areas  -  10,000  to  20,000  Population 

The  following  COMET  message  has  been  received  from  the  National  Office: 

••We  have  no  indication  to  date  that  we  will  be  providing  rural  housing  credit 
in  comunities  with  populations  between  10,000  and  20,000  population  after 
March  31,  1982.  Therefore,  we  should  plan  an  orderly  withdrawal  from  cheic 
areas  between  now  and  March  31,  1982. 

Any  withdrawal  from  areas  which  becone  nonrural  will  be  accoopllihcd  in 
accordance  with  FmHA  Instruction  1944.10  (f)  and  (g).  You  should  notify 
interested  or  affected  individuals  that  such  attention  may  occur  at  of  close 
of  business  on  March  31,  1982,  after  which: 

A.  These  connunities  will  no  longer  be  eligible  rural  areas  as  of 
that  date.   You  should,  however,  continue  to  accept  applications 
until  that  date.  Once  an  area  is  declared  not  eligible,  RH 
funds  may  be  used  in  that  area  for  the  following  purposes  only: 

1.  For  subsequent  loans  that  are  needed  to  repair  an  existing 
borrower's  home; 

2.  Subsequent  loans  for  credit  sales  or  transfers  by 

assumption;  or 

3.  To  process  new  loans  for  applicants  whose  applications  • 
were  of  record  in  the  county  office  as  of  March  31,  1982. 

B.  Loans  to  purchase  conditional  commitment  homes  can  be  honored  only 
if  the  purchaser  had  an  application  on  record  in  the  county  office 
as  of  March  31,  1982. 

c.  Approval  of  subdivisions  or  issuance  of  conditional  commitments 
between  now  and  March  31,  1982.  is  with  the  understanding  that  the 
community  may  not  be  eligible  as  of  March  31,  1982,  and  FmHA  credit 
may  not  be  available. 

We  will  keep  you  informed  of  any  subsequent  changes  as  they  may  develop. •' 


-  0  - 


EXPIRATION  DATE:   June  30,  1982  FILING  INSTRUCTIONS:   Preceding  PWiA 

Instruction  1944-A 
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Exhibit  "C 


PropotAl  2 


PROPOSED 
WLTITJJISLI  FIODUCnOlf  FtOOAlt 


1*     CttrT*at  tcofioolc  coodltloai  prtdudt  tb«  fuiibUlty  of  divtlnpliif 
.    aultlftallj  bATk«t  rmt*  ApirtocDti  In  u^tt  »«««  of  th«  couitti7«     T«t 
raccoc  •Cudl««  iBd«rt4V«ft  bj  HAHB  lAdlctti  that  thi  oitd  for  Biltl- 
f tally  Ttxital  hoiaing  ±m  Incriiftsf^     In  ord*r  to  a««t  thl«  o««d  io 
XhAt  tfa*  ^pulatlon  will  h*v*  tlia  ncctiiir?  BcrkUltT  to  fill  thi  Jobi 
tb«t  vUl  b«  off t rid  In  varloiu  pATti  of  tJb*  couacty  vbllt  thi  up«bl* 
litr  of  rrodueint  ailtiiiiillr  rutAl  proJ«ct»  ■till  ruiini  av«ll«bli, 
HAfia  propoaot  dut  «  pTodistlon  profX^M  r«qulrlnt  a  aodiit  In^Mitttiat 
hy  tb*  tOYandMat  b«  Bu«tad. 

}t     (■}     Tba  vajer  concaptt  of  tbli  pTOfTAa  aro  pnductioii  of  ApAtt^^nti 
vblch  vould  bo  off  trad  at  aotlat  r«t«; 

(b)     9tt%  nd  Aaeoltloa  provldod  ihould  ba  datonlaod  by  tbo  local 
■■tkoti 

(e)     f*ulblllt7  vUl  ba  pto^dad  by  a  abaUov  Intatoat  raductlon 
ftogria  *  not  traatar  tban  400  bula  iMlata] 

<d)     Cba  tnv«<tQ«nC  frcn  tbi  lOVEtUttcnt  vould  be  rapild  upon  tha 
jola,  raflBuiclnt  or  15  ytara  tftar  cooplatloa  of  tba  pro  J  act  (Hhlct^ 
war  occiira  flrat). 

f 
y,     Tbt  ptOfrAtt  vould  ba  tdaliilatarad  by  HUD  and  vould  be  a  brind  nav 

vultlfamll^  pro|r4a  provldloi  for  a  901  a^rtftia.     In  liaplaiuQClng  tha 
profraa,  pirtlculat  attantioa  abould  bt  (iYas  to  BlnlMia  rifulatioat 
and  roitrietloaa* 

4,     An  ovupla  Of  tba  faaalbillty  of  auch  o  pfograa  la  »  follotfti 

loplacavmc  CoatJ  ot  valua  of  a  Tbtti  I  33aOOO 

(flOO  iquara  faat} 
Avallabia  H)nta|«i  N,000 

HiTkat  lataraat  btai  I«%| 

Badixad  lataraat  tat*  I  Iw 

Oparatlat  Coat  1,500  For  Annus 

Dabt  Samco  For  ikdt  at  K^rkot  lacai  413.09  Pat  kkmth 

Dabt  Sarvlca  at  Eaducad  Intoraat  tatai  J14.T0  Far  Month 

tcottoKic  d9m:t 

Each  nav  nultlfaBlly  unit  would  qwiarata  about  IS, 000  in  Fadoral  parional 
inccxv  tA^t  ra<3aral  eerporata  Incca*  tajt,  and  SocJ^al  Socurity  contxilnjtiona. 
Hanca,    tha   ispact         par  ymmi  ot   100,000  htv  imlta  on  tha  Fvdaral  TT«*aury 
vculd  ba   $S0O  million.      Tor  tha  ant ire   thraa  ytArw  of  tfta  pTo^raa,   th*  banaflt 
to  tha  fadaral  Traaailxy  would  ba  ^U5  billion. 
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Minlaum  &tnt  (No  Ctfh  riow)s 
At  MarUt  l«tt: 


Dtbt  ftrvlec  I  414.00 

Op«r«tliig  Cote  125M 

539.00 


At  lAducftd  Xae«r#tt  Ittci 

Bibt  t«nrlc«  I  915.00 

Op«ratint  Cost  IM.OO 

Ine  440.00 

AsstalBf  a  5Z  Incrtast  la  aaaual  op«ntlat  cett  iDd  In  aaaual  rtat 
laerftAst: 

At  tht  tnd  of  4  ytart: 

Marktt  Uat  I  589.00 

Optratlng  Cost  167.00 

Avallablo  for  Dtbt 

$TrSfi%  422.00 

Tht  ioctrtst  rtduction  could  ctttt  tt  thtt  tlat. 

5.    Cost  of  tilt  prograa  on  tht  btslt  of  100,000  imitt  ptr  yttri 

Inttrttt  Ktduction  Cost  130,000  x  .04  •  11,200  ptr  onit. 

Total  Cost  for  6  Tttrt  11,200  x  4  -  $7,200. 


3  Tttr  FrogrtB 

100,000  Oilts  Ftr  Tttr 

Costi 

(Xa  UlUlOM) 

Tttr  1 

UO 

240 

360 

360 

360 

360 

240 

120 

Tottl  lovtstatnt  in  tht  ?rogrta  is  $2,160,000,000.     This  taowt  iiould  bt 
fully  rtptld  tt  yttr  18. 
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Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Napolitano. 
And  I  really  thank  you  for  your  statements  of  support,  and  an  ex- 
cellent presentation. 

I  was  going  to  ask  unanimous  consent  to  place  in  the  record  this 
feature  story  that  the  Washington  Post  had  on  you  on  Saturday, 
March  6,  by  Sandra  Evans  Teeley,  unless  you  have  an  objection.  I 
wanted  to  ask  you  that.  [Laughter.] 

I  did  not  think  it  was  derogatory.  We  promise  not  to  put  in  the 
picture,  though. 

Mr.  Stanton.  I  was  going  to  bring  that  up.  His  wife  took  the  pic- 
ture. 

Chairman  Gonzalez.  It  does  not  do  him  justice.  He  looks  much 
younger  here  in  person.  [Laughter.] 

Mr.  Napoutano.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  That  is  what  I  say  about  my  pictures,  they 
do  not  do  me  justice.  [Laughter.] 

But  if  there  is  no  objection,  I  really  think  it  is  a  very  good  bio- 
graphical sketch,  and  it  would  go  right  in  tandem  with  your  pres- 
entation. So  if  there  is  no  objection  I  ask  that  this  article  by  Ms. 
Teeley  be  placed  into  the  record  at  this  point. 

[The  article  referred  to  follows:] 


Digitized  by  VjOOQIC 


82 


THE  WASHINGTON  POST,  SATURDAY,  MARCH  6,  1982 


I  NapoliMn  hM  tdM  om  tke  praideMy  of  tke  NAHB  at  a  tloM  whM  tke  InwiiV  Uiiliy  ii  in  the  11^ 


NAHBHead 
Tklks  Tough 
TbG)ngress 


By  Saadn  Evans  Tedey 

Wuhlngun  Port  aian  Writer 

His  first  home  building 
project  nearly  sank— 
literaUy. 
As  Fred  Napolitano  tells  it  now, 
30  years  later,  he  had  borrowed  $10.- 
000  from  his  father-in-law  to  build 
18  houses  in  Flushing,  N.Y.  Things 
went  fine  on  the  first  six,  but  there 
was  a  problem  on  No.  7. 

"  'We  can't  find  bottom.' "  he  re- 
calls his  workeis  telling  him  after 
they  had  dug  and  dug  looking  for 
firm  foundation.  They  kept  search- 
ing until  the  problem  finally  became 

dean  There  was  a  small  lake  under- 
neath that  no  one  knew  about," 
Napolitano  sakl. 

"I  thought,  *0n  my  first  job  I'm 
going  to  go  bankrupt' " 

But  they  put  in  pilings  to  hokl  up 
the  foundation  and  went  on  to  build 
all  18  houses.  It  took  two  years  to 
buiki  and  sell  them,  but  he  finally 
broke  even  "and  even  made  a  couple 
of  bucks."  More  importantly,  he 
didn't  go  bankrupt 

Napolitano  is  once  again  looking 
for  the  bottom— the  bottom  of  a  de- 
pression that  threatens  to  sink  an 
entire  industry. 

The  Virginia  Beach  homebuikler 
has  taken  over  the  presklency  of  the 
122,000-member  National  Associa- 
tion of  Home  Buiklers  at  a  time 
when  the  industry  is  in  wwse  shape 
than  it  has  been  since  the  Great  De- 


"Many  buiklers  are  telling  roe  that 
as  soon  as  they  get  rid  of  the'r  inven- 
tory they  will  get  out  of  the  busi- 
ness," Napolitano  sakl  at  a  recent 
dinner  with  a  group  of  journalists, 
skmly  ladng  and  unlacing  his  hands 
as  he  spoke. 

Dark-haired  and  round-faced,  be 
carries  with  him  an  easy  manner  and 
a  qukdc  smile,  and  he  kx>ks  you  in 
the  eye  when  be  talks.  Despite  26 
years  in  Virginia  Beach,  the  husky 
voice  still  retains  traces  of  a  Brook- 
lyn accent 

In  other  downturns,  Napolitano 
says,  builders  have  gone  under,  but 
these  generally  were  the  inefficient 
or    incompetent— the    ones    that 


dxin*t  bekmg  in  th«  business  to 
bsgin  with.  It  was  a  healthy  weed- 
ing-out  process.  But  it's  different 

this  time,  he  says,  it's  1 

veterans  now,  some  of  the 


's  hitting  the 
the  best  in  the 


Napolitano  knows  this  from  psr- 
sonal  experience.  A  partner  of  his  in 
some  joint  ventures,  a  56-year-dd 
man  with  25  years  of  homefauiklii^ 
experience,  recently  went  bankrupt 
Now.  Napolitano  deals  with  a  tiust- 
ee  00  those  projects. 

One  main  reason  Napolitaiio  has 
Mirvhwd  diving  this  downturn  is 
that  he  dhwsified  years  ago  into 


ventures,  thov«fa  he  still  conskien 
himself  primarily  a  homebuikler. 

A  half  hour  into  the  dinner  oon- 
veraatkm,  it's  as  thov«fa  you've  bro- 
ken pasta  with  the  entire  family. 

You  know  where  his  mother  Uves 
(New  York),  what  his  daughter  does 
for  a  Uving  and  where  she  lives  (a 
teacher  who  bought  a  mingles  apart- 
ment m  Virginia  Beach  ckne  to  the 
ocean),  that  two  of  his  sons  are  in 
the  bushiess  with  him  (a  third  is  in 
college)  and  that  his  wife  Jacqueline 
is  an  only  chiM  (so  is  he). 

Napolitano  remembers  the  date  of 
his  first  project  because  it  was  the 
same  year  his  daughter  Theresa  was 
bom  and  a  year  after  he  was  mar- 
ried. His  first  business  was  the  Teny 
Corp.,  named  after  his  baby  daugh- 
ter, and  he  still  uses  that  company 
for  land  development  projects.  He 
later  established  Napolitano  Enter- 
prises for  homebuikling  and  Pem- 
broke Enterprises  for  insurance  and 
commercial  ventures. 

His  sons  are  in  the  bushiess  now, 
though  he  insists,  "I  didn't  encoun^e 
them  to  do  it"  The  ekiest  son  is  a 
partner,  while  the  mkldle  one  came 
into  the  business  last  April.  The 
youngest  will  be  graduated  in  De- 
cember and  plans  to  join  the  firm. 

Napolitano's  father  was  a  brick- 
layer, and  bricklaying  is  how  the  new 
NAHB  preskient  started  his  home- 
buikling  career,  as  well. 

The  career  was  one  he  stumbled 
into,  however,  primarily  because  of 
poor  eyesight 

At  the  age  of  17V^,  his  goal  was  to 
go  to  West  Point,  and  he  succeeded 
in  getting  an  appointment  to  the 
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oiilitaiy  academy.  In  thoM  days,  a 
cadit  had  to  have  20/20  vision  with- 
out ghMss,  hoisevcr.  and  he  failed 
that  test 

The  kww  middle-inGonw  Napoli- 
tano  fmaSty  couldn't  afford  to  send 
him  to  college  and  his  mother 
wouldnt  sign  the  papers  for  him  to 
join  die  Arnqr.^ 

So,  his  CstKer  helped  him  get  a 
brickisyer's  Koense.  His  first  hoes 
took  hkn  on  with  one  condition- 
that  he  go  to  school  at  night  As  long 
as  he  was  working  in  the  trade,  he 
figuied  he  might  SB  well  study  it.  so 
thafk  what  he  dk)  for  sa  years. 

In  the  meantime,  he  had  gotten  a 
job  he  liked,  as  anistant  supervisor 
at  an  apartment  buikiing  in  Queens, 
and  it  was  there  he  finally  deckled  to 
stay  in  the  business. 

Three  years  after  his  first  ill- 
starred  buikiing  project  in  Fhahing, 
he  was  approached  with  an  offer  to 
buy  a  parcel  of  kits  near  Virginia 
Beach.  After  a  brief  visit,  he  bought 
the  k>U  and  began  a  10-month 
stretch  of  living  out  of  a  motel  dur- 
ing the  week  and  commuting  to  New 
York  to  see  his  family  on  weekends. 
In  1966  he  and  his  wife  deckled  to 
make  a  permanent  move  to  Virginia 
Beadi,  where  they  have  been  ever 


Some  who  have  watched  his  first 
montla  in  offke  at  NAHB  say  that 
Napolitano  had  not  prevkxisly  bean 
as  invohred  in  party  politks  as  was 
his  predacessor,  Herman  Smith  of 
Fort  Worth,  and  that  the  new  asao- 
datkm  preeklent  is  more  business- 
man than  politician. 

Still,  he  appeals  more  ready  to 


gukle  the  aasodatkm's  membenhip 
toward  poUcy  dedskxis  than  Smith, 
who  maintained  more  of  a  parlia- 
mentarian approach  to  the  office, 
theee  obeervers  say. 

Last  month  Napolitano  jumped 
into  the  po4itkal  fray  by  announcing 
a  'hard-balT  approach  to  campaign 
contributMOB  by  the  assodatMn's 
politkal  actkm  commmittee, 
BU1LD-PAC.  Only  those  senators 
and  congressmen  that  are  actively 
stipporting  the  group's  housing  kleas 
win  get  part  of  some  $1  milUon  ex- 
pected to  be  raised  by  BUILD-PAC. 
hesakl 

"He  [NapoUtanol  is  stronger  than 
any  of  us  expected  him  to  be,"  sakl 
one  partkipant  in  some  of  the  early 
board  meetings.  This  ohaerver  also 
credits  Napolhano  with  leading  the 
Msodation  to  its  about-face  p«)iic>'  at 
its  January  conventMm.  where  the 
group  called  for  deep  subsklies  from 
the  federal  government  A  year  ear- 
lier, the  NAHB  endorsed  Praskient 
Reagan's  overall  economk:  iwogram 
with  no  call  for  special  assistance  for 
the  housing  industry. 

Napolitano  denies  that  be  was  the 
primary  force  behind  the  associa- 
tkm's  change  of  heart  on  federal  pol- 
icy, saying  instead  it  was  merely  a 
matter  of  a  year's  worUi  of  tou^ 
personal  experiences  by  members. 

'Reagan  was  elected  for  a  change 
in  direction  in  the  country  "  but  now 
members  have  gone  too  long  without 
rehef,  Napolitano  saki  in  an  inter- 
view. They  want  to  give  the  pree- 
klent a  chance,  but  they  can't  wait 
anykmger." 

Napolitano  senses  new  sympathy 
for  the  housing  industry's  plight, 


both  on  Capitol  Hill  and  in  the  ad- 
ministratkm. 

He  particularly  sees  a  fiswrable 
tranitkn  on  the  part  of  Housing 
Secretary  Samuel  Pierce  since  the 
homebuiklen'  January  conventkNi  in 
Las  Vegas  to  which  Pierce  brought 
little  hope  of  federal  assistance  for 
the  beleaguered  industry. 

Pierce  'has  turned  into  a  housing 
advocate,"  Napolitano.  adding  that 
he  now  believea  the  secretary  will 
push  for  a  shaUow  subskly  for  the 
industry. 

The  NAHB  presklent  also  is 
heartened  by  Reagan's  craatkNi  of  a 
Cabinet-level  housing  task  force, 
chaired  by  Pierre,  with  a  mandate  to 
come  up  with  something  to  help  the 
industry  b>-  the  end  of  this  month. 

On  the  Hill,  members  of  both  par- 
taee  are  starting  to  see  housing  as  a 
political  issue  in  this  year's  mid-term 
congressmnal  elections,  Napolitano 
sakl,  adding  that  he  at  getting  more 
confident  that  the  industry  will  get 
some  substantial  aasistance  from 
Congress. 

Napolitano  figures  be  will  be  away 
from  his  private  business  about  90 
percent  of  the  time  this  year,  leaving 
it  to  his  son  to  run.  He  will  devote 
his  time  to  traveling  around  the 
country  and  talking  to  Washington 
officials  in  promoting  his  primwy 
goal,  '^  get  housing  moving  again, 
to  make  it  a  natkmal  priority  to  pre- 
s«ve  the  American  dream." 

When  does  be  expect  a  recovery? 
Napolitano  shakes  his  head: 

'If  I  knew  that,  I'd  call  my  son 
and   tell   him   to   start   26   more 
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Chairman  Gonzalez.  Unless  there's  some  suggestion  by  Mr. 
Stanton  or  another  member  of  the  subcommittee,  it  was  my  inten- 
tion to  proceed  to  hear  the  rest  of  the  panelists,  and  then  go  into 
the  5-minute  period.  So  if  there  is  no  objection,  we  will  proceed 
with  Mr.  Gourley. 

STATEMENT  OF  WILLARD  GOURLEY,  PRESIDENT,  FIRST  ATLAN- 
TIC CORP.,  CHARLOTTE,  N.C.,  ON  BEHALF  OF  THE  MORTGAGE 
BANKERS  ASSOCIATION  OF  AMERICA 

Mr.  Gourley.  Thank  you,  Mr.  Chairman. 

I  don't  mind  being  upstaged  by  Mr.  Napolitano  like  that,  because 
I  have  no  news  article  or  an)rthing  similar  that  you  might  put  in 
the  record.  But  I  am  a  mortgage  banker.  I  am  president  of  the 
First  Atlantic  Corp.  of  Charlotte,  N.C.,  a  mortgage  banking  compa- 
ny, and  I  am  chairman  of  the  legislative  committee  of  the  Mort- 
gage Bankers  Association,  on  whose  behalf  I  appear  today. 

My  remarks  on  H.R.  5731  and  related  legislative  proposals  will 
summarize  the  written  statement  which  has  been  submitted  to  you, 
and  I  ask  that  the  written  statement  be  included  in  the  hearing 
record. 

Chairman  Gonzalez.  Without  objection,  that  will  be  so  done. 

Mr.  Gourley.  Mr.  Chairman,  upon  introducing  H.R.  5731,  you 
characterized  the  bill  as  a  positive  program.  We  at  MBA  agree 
with  you  and  I  would  like  to  highlight  certain  provisions  of  the  bill 
that  we  feel  are  particularly  crucial  to  assist  housing  and  achieve 
the  goal  of  affordable  mortgage  financing. 

MBA  strongly  supports  the  commitment  levels  proposed  in  the 
bill  for  FHA  mortgage  insurance  and  GNMA  mortgage-backed  se- 
curities guarantee  programs  of  $40  billion  and  $68.25  billion,  re- 
spectively. The  administration  is  proposing  commitment  ceilings 
for  these  user  fee-supported,  actuarially  sound  programs  that  are 
considerably  below  those  contained  in  H.R.  5731. 

Bluntly  speaking,  the  administration's  figures  make  no  allow- 
ance for  a  housing  recovery  in  fiscal  year  1983  and,  in  fact,  are 
somewhat  contradictory.  As  you  are  aware,  VA  guaranteed  loans, 
as  well  as  FHA  loans,  are  eligible  for  placement  in  GNMA  mort- 
gage-backed securities  pools.  Approximately  70  percent  of  all  VA 
loans  and  80  percent  of  all  FHA  loans  are  placed  in  GNMA  pools. 

Applying  those  percentages  to  the  administration's  estimates  of 
$35  billion  of  FHA  and  $22  billion  of  VA  activity  for  fiscal  year 
1983  and  adding  the  figures  together  yields  a  result  of  $43.4  billion. 
Yet  the  administration  wants  to  set  the  GNMA  figure  at  $38.4  bil- 
lion, some  $4  billion  below  where  it  should  be  according  to  their 
own  estimates. 

Even  if  the  administration  had  not  contradicted  itself  and  had 
proposed  a  $43.7  billion  GNMA  ceiling,  the  ceiling  would  have  been 
insufficient  based  on  historical  data.  If  there  is  only  a  modest  hous- 
ing recovery,  the  $68.25  billion  ceiling  for  GNMA  will  not  provide 
that  great  a  margin  for  error. 

In  fiscal  year  1980,  a  lackluster  housing  year,  but  certainly 
better  than  1981,  there  were  in  excess  of  $63  billion  in  GNMA  com- 
mitments issued.  If  fiscal  year  1983  is  only  a  marginally  better 
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year  for  housing  than  fiscal  year  1980,  activity  could  come  very 
close  to  the  $68.25  billion  ceiling  proposed  in  H.R.  5731. 

Practically  speaking,  there  is  no  reason  to  set  the  FHA  and 
GNMA  levels  as  low  as  the  administration  is  proposing.  The  mort- 
gages and  mortgage-backed  securities  in  the  FHA  and  GNMA  pro- 
grams, with  certain  exceptions  that  are  subject  to  annual  appropri- 
ations, carry  market  rates  of  interest.  Thus,  these  programs  are  in- 
terest rate  sensitive.  If  market  interest  rates  are  high,  as  they  are 
now,  there  is  less  activity.  If  rates  drop,  as  we  sincerely  hope  they 
do  in  the  very  near  future,  there  will  be  more  activity  as  a  greater 
number  of  moderate-  and  middle-income  home  buyers,  FHA's 
prime  clientele,  are  able  to  afford  home  mortgages. 

We  applaud  the  subcommittee's  determination  to  keep  the  FHA 
and  GNMA  mortgage-backed  securities  programs  as  demand-orient- 
ed programs  that  will  effectively  serve  the  mortgage  needs  of 
America's  home  buyers  and  urge  enactment  of  the  ceilings  pro- 
vided for  in  H.R.  5731.  We  would  also  urge  consideration  of  statu- 
tory provisions  that  would:  Guard  against  impoundment  of  part  or 
all  the  commitment  ceiling;  provide  a  system  to  alert  the  relevant 
congressional  committees  when  the  ceilings  are  being  approached; 
and  allow  an  adjustment  of  the  ceilings  if  demand  proves  stronger 
than  anticipated. 

Turning  to  other  provisions  of  the  bill,  section  501  and  section 
502  extend  the  various  FHA  housings  and  the  HUD  Secretary's  au- 
thority flexibly  to  set  the  FHA  rate.  With  respect  to  the  latter,  we 
urge  Congress  to  free  all  FHA  mortgages  from  any  restrictions  on 
either  the  rate  itself  or  discount  points. 

As  you  know.  Congress  authorized  a  free  rate  demonstration  pro- 
gram 2  years  ago  that  has  never  been  implemented  by  HUD.  As  we 
point  out  in  our  written  statement,  however,  MBA  strongly  be- 
lieves that  the  demonstration  program  will  produce  no  meaningful 
results  even  if  implemented.  Freeing  the  FHA  rate  is  long  overdue 
and  a  logical  next  step  in  light  of  the  preemption  of  State  usury 
ceilings  &at  Congress  undertook  in  the  1980  Financial  Institutions 
Deregulation  Act. 

MBA  conmiends  the  chairman  and  cosponsors  of  H.R.  5731  for 
the  new  multifamily  rental  production  program  that  is  contained 
in  the  bill.  As  we  understand  it,  cities,  localities,  and  States  will 
work  together  with  private  developers  to  fashion  multifamily 
rental  projects  that  will  be  partially  subsidized  by  a  grant  from 
HUD. 

The  program  would  appear  to  be  less  costly  than  the  section  8 
new  construction  program,  yet  would  aid  low-income  families  in  ob- 
taining decent  program  through  the  requirement  that  at  least  20 
percent  of  all  units  in  any  assisted  project  be  occupied  by  families 
with  less  than  80  percent  of  the  area  s  median  income. 

Two  sections  of  the  bill  that  we  urge  not  be  adopted  are  sections 
512  and  513,  which  would  set  new  limitations  on  the  mortgage  pur- 
chase authority  of  FNMA  and  FMLMC.  MBA  believes  that  Con- 
gress should  be  moving  in  the  other  direction  and  examining  the 
current  mortgage  purchase  limitations  on  FNMA  and  FHLMC  to 
see  which  of  those  should  be  removed.  We  believe  that  the  new 
limitations  that  would  be  imposed  by  sections  512  and  513  are  busi- 
ness decisions  that  should  be  left  to  FNMA  and  FHLMC. 
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The  next  three  issues  I  would  like  to  discuss  are  related  to  ILR. 
5731  and  are  necessary  for  the  secondary  mortgage  market  to  meet 
the  demands  for  mortgage  credit  that  will  be  placed  upon  it  in  the 
decade  of  the  eighties  and  beyond.  The  first  issue  is  preemption  of 
State  restrictions  on  the  exercise  of  due-on-sale  clauses  in  home 
mortgages,  and  the  origination  of  adjustable  rate  mortgages, 
arm's,  by  lenders  who  are  not  federally  chartered  depository  insti- 
tutions. 

The  secondary  market  that  is  needed  to  meet  t<»norrow's 
demand  for  mortgage  credit  will  have  to  be  a  large,  liquid  market 
that  contains  uniform,  homogenous  products.  State  laws,  such  as 
due-on-sale  and  ARM  restrictions,  prevent  that  sort  of  market  and 
hence  make  mortgage  credit  more  expensive  and  less  affordable  for 
America's  home  buyers.  We  urge  you  to  consider  adding  these  pre- 
emptions to  H.R.  5731. 

A  second  means  of  strengthening  the  secondary  market  will  be 
prompt  enactment  of  H.R.  4787,  a  bill  to  recapitalize  the  FHLMC. 
FHLMC,  along  with  FNMA,  will  be  the  key  to  the  secondary  mort- 
gage market  achieving  the  breadth  and  liquidity  necessary  to  at- 
tract additional  investment  capital  in  mortgages. 

FHLMC  will  not  be  able  to  do  this  under  its  current  structure 
because  it  is  too  thinly  capitalized  to  expand  its  activities  suffi- 
ciently. Additional  capital  can  be  raised  by  transforming  FHLMC 
into  a  privately  owned,  Government-chartered  corporation,  and 
that  is  precisely  what  H.R.  4787  proposes  to  do.  MBA  urges  its 
speedy  enactment. 

A  third  issue  is  the  elimination  of  the  differential  in  FHLMC's 
fee  structure  that  is  imposed  upon  lenders  who  are  not  members  of 
the  Federal  Home  Loan  Bank  System.  Last  year,  in  removing  the 
limitation  on  the  number  of  loans  1  year  old  or  older  that  FHLMC 
could  purchase,  Congress  prohibited  such  a  fee  differential  for  the 
purpose  of  those  loans  only.  We  ask  that  Congress  eliminate  the 
differential  entirely. 

FHLMC  could  do  so  administratively,  but  has  chosen  not  to.  As 
we  explain  in  our  statement,  we  believe  there  is  no  justifiable 
reason  for  continuing  a  differential,  particularly  one  that  increases 
the  cost  of  mortgage  credit  and  discourages  a  significant  percent- 
age of  lenders  from  utilizing  FHLMC's  purchase  programs. 

Finally,  we  would  like  to  comment  briefly  on  the  Home  Mortgage 
Capital  Stability  Act,  H.R.  5568.  MBA  endorses  the  concept  of  im- 
m^iate  temporary  assistance  to  depository  institutions  and  we 
urge  Congress  to  examine  H.R.  5568,  as  well  as  other  proposals 
that  have  been  or  will  be  made,  to  determine  which  will  be  the 
most  effective  means  of  providing  that  assistance. 

One  provision  in  H.R.  5568  that  we  urge  not  be  adopted  is  the 
requirement  for  institutions  that  receive  assistance  to  invest  a  por- 
tion of  their  new  assets  in  loans  with  below-market  interest  rates 
for  first-time  home  buyers.  We  oppose  the  concept  of  targeting 
mortgages  to  one  particular  segment  of  the  market,  because  that 
constitutes  credit  control  by  the  Federal  Government,  which  we 
oppose  in  principle. 

As  for  below-market  rates,  this  provision  would  provide  financial- 
ly troubled  lenders  with  a  competitive  advantage  over  financially 
viable  lenders.  Essentially  two  classes  of  lenders  would  be  created. 
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lenders  who  are  not  receiving  assistance,  who  have  Uttle  or  no 
business  if  high  interest  rates  persist,  and  federally  assisted  lenders 
who  would  have  a  booming  business,  though  marginally  profitable, 
because  of  their  below-market  rate  loans. 

While  we  have  pointed  out  some  concerns  MBA  has  with  H.R. 
5568,  we  would  like  to  reiterate  that  some  immediate,  temporary 
assistance  is  necessary  for  troubled  thrift  institutions  and  we  com- 
mend Chairman  St  Germain  for  proposing  a  comprehensive  solu- 
tion to  the  current  problems  of  the  thrift  industry. 

Thank  you.  I  would  be  happy  to  answer  any  questions  you  might 
have. 

[Mr.  Gourley's  prepared  statement,  on  behalf  of  the  Mortgage 
Bankers  Association  of  America,  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is  Willard  Gourley.  I  am 
President  of  First  Atlantic  Mortgage  Corporation,  Charlotte,  North  Carolina,  a  mortgage 
banking  company,  and  Chairman  of  the  Legislative  Committee  of  the  Mortgage  Bankers 
Association.*  Accompanying  me  are  Burton  C.  Wood,  MBA's  Legislative  Counsel,  and  Glen 
Corso,  MBA's  Deputy  Legislative  Counsel. 

We  appreciate  the  opportunity  to  appear  before  you  today  to  testify  on  HR  5731,  The 
Housing  and  Community  Development  Amendments  of  1982."  We  should  also  like  to  share 
with  the  Subcommittee  our  views  and  concerns  about  several  other  important  housing 
issues.  These  include  the  commitment  ceilings  on  the  non-subsidized,  user-fee  supported 
Federal  Housing  Administration  (FHA)  insurance  and  Government  National  Mortgage 
Association  (GNMA)  guaranty  programs;  the  need  for  a  preemption  of  state  laws  that 


*The  Mortgage  Bankers  Association  of  America  is  a  nationwide  organization  devoted 
exclusively  to  the  field  of  mortgage  and  real  estate  finance.  MBA's  membership  com- 
prises mortgage  originators,  mortgage  investors,  and  a  variety  of  industry  related  firms. 
Mortgage  banking  firms,  which  make  up  the  largest  portion  of  the  total  membership, 
engage  directly  in  originating,  financing,  selling,  and  servicing  real  estate  investment 
portfolios.   Members  include: 

o  Mortgage  Banking  Companies 

o  Mortgage  Insurance  Companies 

o  Life  Insurance  Companies 

o  Commercial  Banks 

o  Mutual  Savings  Banks 

o  Savings  and  Loan  Associations 

o  Pension  Funds 

o  Mortgage  Brokers 

o  Title  Companies 

o  State  Housing  Agencies 

o  Investment  Bankers 

o  Real  Estate  Investment  Trusts 

MBA  headquarters  is  located  at  1125  15th  Street,  N.W.,  Washington,  D.C.  20005; 
Telephone:  (202)861-6500. 
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restrict  the  exercise  of  due-on-sale  clauses  and  the  origination  of  adjustable  rate 
mortgages  (ARMS);  HR  4787,  a  bill  that  would  establish  a  new  Federal  Home  Loan 
Mortgage  Corporation  (FHLMO  charter;  an  amendment  to  the  current  FHLMC  act  that 
would  prohibit  fee  differentials  being  charged  on  any  given  program;  HR  5568,  The  Home 
Loan  Mortgage  Capital  Stability  Act";  and  two  Administration  proposed  actions  that  will 
drastically  reduce  the  production  of  assisted  multifamily  rental  housing. 


ECONOMIC  OUTLOOK 

This  Nation  is  facing  an  economic  crisis  today.  The  crisis  is  one  of  conflict  between  fiscal 
and  monetary  policies,  and  the  result  is  exploding  government  deficits  crowding  out 
private  spending  and  causing  record  high  interest  rates.  High  interest  rates  have  been 
slowly  destroying  our  interest-rate-sensitive  industries,  especially  in  the  housing  field. 
Recognizing  the  need  for  action,  MBA  and  five  other  major  trade  associations  recently 
issued  the  following  joint  letter  to  the  President  and  the  Congress,  urging  that  swift, 
bipartisan  action  be  taken  to  reduce  projected  Federal  government  deficits: 
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An  (^en  Letter  to  Presktent  B«^Eaii  and  lfeii«>en  of  CQi«re» 


March  3,  1982 

Rtoiooged  high  incnesc  cases  tieoctting  an  ccooomic  and  ^rmnri^\ 
crisis  in  chis  couttOf.  In  ocder  co  bring  intexcsc  rates  down,  immHt>Tf  acnon 
muse  be  caken  co  ceduce  oassive  fedetai  budget  de^cio.  More  rhan  anything 
else,  it  is  die  spectxe  ci  an  overwhelming  volume  q£  dencic  financing  which 
lauao  housing  and  finanhal  markeo  and  poses  die  dueac  of  economic  and 
financial  coodidoos  noc  seen  since  die  1930s. 

Given  these  circumstances,  there  is  no  alternative  co:  (I)  slowing  down 
all  spending,  not  excluding  defense  and  enddement  programs;  and,  if 
necosaty,  (2)  deferring  pceviously  enacted  tax  reduaions  or  incxeuing  taxes.  In 
ocder  co  have  the  necessary  impaa  on  financial  markets,  these  acnons  should 
be  caken  pnor  to  any  increase  in  che  ceiling  on  the  federal  debt. 

Even  with  these  acnons,  the  restocadon  of  financial  stability  and  safety 
will  be  a  prolonged  process.  It  is  necessary;  cherefbre,  co  adopt  immediate  but 
cemporary  measures  to  address  the  cndcal  problems  of  the  industhes  which 
finance,  marker  and  produce  housing  for  Amencan  6unilies.  Iliese  induscnes 
have  un£uxiy  borne  the  brunt  of  descrucdvdy  high  interest  cates.  Unless 
immediate  and  efedve  short-mn  measures  axe  adopted,  the  continued 
devasoiion  of  these  industhes  will,  direcdy  and  iodirecdy,  aggravate  the  federal 
budget  deficit  and  gxeady  ioaene  the  prospea  of  a  general  economic  and 
financial  crisis. 

In  times  of  past  crises  in  chis  oadon,  our  political  leaden  have  come 
together  in  a  bipartuan  manner  to  develop  effecdve  soludons  in  the  conunon 
imeiear.  Our  okkso  is  at  such  a  dme  aam.  There  will  be  oo  political  winoen 
u  coe  ^■QflumsczaQoo  ano  tzie  ^^ooficesa  laai  co  accommooafle  oixrereoces  aoo 
cooperate  in  deaung  with  cuxieut  serious  economic  problems*  The  threat  to  our 
ottiao  demands  prompt,  eflecdve  and  bipartisan  action. 


£:±aM 
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m^Mtmt§    111!  m.  Lmtm tfSmi  i  ip   I  w  n i 

It  SUtement  of:  American  Bankers  Association,  Mortgage  Bankers  Association  of 
srica.  National  Association  of  Home  Builders,  National  Association  of  Mutual  Savings 
fes,  National  Association  of  Realtors,  U.S.  League  of  Savings  Associations 
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The  current  recession  is,  in  part,  responsible  for  this  year^  Federal  government  bixtget 
deficit.  In  normal  times,  the  end  of  recession  would  reduce  the  deficit  as  tax  revenues 
increase  with  rising  profits  and  incomes,  and  as  government  transfer  payments  for 
unemployment  and  other  assistance  falL  The  primary  problem  of  the  current  defleit, 
though,  is  that  it  will  grow  and  not  shrink  as  the  economy  begins  to  recover.  That  is,  the 
scheduled  tax  cuts  and  defense  and  entitlement  spending  increases  will  more  than  offset 
any  increased  tax  revenues  from  increased  profits  and  incomes  and  other  spending 
reductions.  This  expansionary  fiscal  policy  would  generate  new  inflationary  pressures^  if 
it  were  not  for  the  restrictive  monetary  policy  adopted  by  the  Federal  Reserve.  While  the 
restrictive  monetary  policy  is  successfully  bringing  inflation  under  control,  it  also  causes 
record  high  interest  rates.  It  is  these  high  interest  rates  that  have  caused  the  current 
recession,  imposing  high  costs  on  the  economy  in  terms  of  slow  or  no  growth,  high 
unemployment,  and  low  utilization  of  our  productive  capacity. 

The  current  conflict  between  a  tight  monetary  policy  and  an  expansionary  fiscal  poliey 
has  resulted  in:  1)  historically  high  rates  of  interest;  2)  continued  recession  and  risk  of 
stalled  recovery;  3)  high  unemployment;  and  4)  destruction  of  key  industries  heavily 
dependent  on  credit— especially  housing,  automobiles,  and  agriculture. 

The  inflation  problem  of  the  1970's  required  restrictive  monetary  policy.  This  policy, 
followed  since  October  1979,  has  been  costly,  but  is  producing  positive  results.  Now  that 
inflation  is  coming  under  control,  the  Federal  Reserve  could  consider  easing  its  poliey. 
However,  excessively  expansionary  fiscal  policy  is  forcing  the  Federal  Reserve  to  keep 
monetary  policy  tight  to  avoid  a  resurgence  of  inflation. 

So  long  as  tight  monetary  policy  keeps  interest  rates  at  or  near  record  high  levels,  it  will 
continue     the    gradual    destruction     of     interest-rate-sensitive     industries,    such    as 
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housiiig,  agriculture,  automobiles,  and  other  consumer  durables.  Soon  the  effects  will  hit 
public  utilities,  manufacturing,  and  other  sectors  heavily  dependent  on  borrowed  capital. 

Federal  Reserve  Board  Chairman  Paul  Volcker  has  testified  that  only  a  more  restrictive 
fiscal  policy  can  permit  a  relaxation  of  monetary  policy  and  lower  interest  rates.  In  order 
to  achieve  a  sustainable  economic  recovery  this  year,  Congress  and  the  Administration 
must  reduce  fiscal  pressures  by  reducing  the  deficit,  beginning  in  fiscal  year  1983.  This 
reconciliation  of  fiscal  and  monetary  policy  is  the  only  responsible  way  to  bring  about  a 
relaxed  monetary  policy,  which  is  the  only  way  to  reduce  interest  rates. 

There  are,  of  course,  two  ways  to  reduce  deficits— reduced  spending  and  increased  tax 
revenue. 

We  believe  it  is  imperative  that  the  Congress  carefully  evaluate  all  government  spending 
plans  for  FY  1983  through  1985,  including  both  defense  spending  and  increases  in 
entitlement  programs,  including  social  security.  Although  the  international  situation 
argues  for  increased  spending  on  defense,  it  is  questionable  whether  our  industrial  base 
and  our  defense  bureaucracy  can  efficiently  spend  an  additional  $33  billion  in  fiscal  year 
1983.  If  such  an  increase  in  a  short  period  of  time  exceeds  our  physical  and  managerial 
capacity  to  augment  defense,  then  the  excess  dollars  will  be  wasted  or  will  push  up  prices. 

An  excessive  increase  in  defense  spending,  in  the.at>sence  of  an  extended  recession  or  a 
national  emergency,  would  have  additional  damaging  effects  on  the  economy.  It  would 
compete  with  the  private  sector  for  machine  tools,  materials,  and  industrial  capacity  at 
Just  the  time  when  the  private  sector  heavy  goods  industries  will  be  recovering,  putting 
upward  pressure  on  prices  in  those  sectors  that  will  be  passed  along  to  consumers  later  on. 
In  addition,  the  massive  financing  requirements  for  both  defense  and  industrial  production 
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will  put  upward  pressure  on  interest  rates,  at  a  time  when  government  credit  demands 
still  will  be  high. 

Defense  spending  also  tends  to  be  inflationary.  The  production  of  defense  goods  and 
services  increases  national  income  without  increasing  the  stock  of  goods  and  services 
available  for  consumers  to  buy.  The  result  is  that  consumer  prices  tend  to  be  bid  upward, 
inflating  the  economy.  Since  investors  require  a  premium  for  inflation,  interest  rates  are 
pushed  upward  as  well.  Unfortunately,  the  President's  defense  program,  because  of  its 
massive  size,  will  conflict  with  the  recovery.  The  Congress  should  carefully  review 
defense  spending  plans,  to  provide  the  defense  capabilities  we  need  considering  a 
productive  capacity. 

Deferral  of  a  portion  of  the  planned  defense  buildup  offers  two  benefits.  First,  any 
spending  deferrals  for  the  FY  1983  budget  will  reduce  the  deficit  by  a  like  amount, 
reducing  pressure  on  Federal  financing.  Second,  deferrals  will  allow  the  needed  defense 
projects  to  be  more  carefully  planned  and  reviewed.  As  a  result,  less  useful  projects  may 
be  identified  and  delayed  or  cancelled  while  more  promising  projects  that  are  delayed  may 
be  better  administered  and  benefit  from  emerging  technology. 

On  the  entitlement  side.  Social  Security  spending  is  projected  to  grow  by  about  $15  to  $20 
billion  in  each  of  the  next  few  years.  The  Congress  should  carefully  review  the  Social 
Security  budget,  to  consider  not  only  the  financial  soundness  of  the  program  but  also  the 
level  of  benefits  and  the  automatic  indexing  of  benefits. 

If  spending  cuts  sufCicient  to  control  the  deficit  cannot  be  achieved,  then  tax  revenue 
increases  should  be  considered.  However,  Congress  should  take  note  of  the  importance  of 
our  reduced  marginal  income  tax  rates  in  encouraging  saving  and  investment  in  the 
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domestic  economy.    Any  tax  increases  should  be  temporary  and  should  be  designed  to 
minimize  their  potential  negative  impact  on  savings  and  investment 


HOUSING  AND  MORTGAGE  MARKET  OUTLOOK 

The  slow  monetary  growth  philosophy  of  the  Federal  Reserve  Board  is  a  major  cause  of 
the  depressed  state  of  the  housing  industry.  High  financing  costs  for  home  builders  and 
potential  buyers  kept  1981  housing  starts  below  1980  levels,  slightly  below  1.1  million 
total  starts,  the  lowest  volume  in  at  least  20  years.  Of  this  number,  approximately 
290,000  were  multifamily  starts,  mostly  condominiums.  New  residential  construction  in 
1982  will  be  only  slightly  better,  with  starts  for  the  year  at  a  level  no  higher  than 
1.3  million  units.  Between  350,000  and  400,000  of  the  1982  starts  will  be  in  multifamily 
structures,  again  predominantly  condominiums.  In  the  resale  market,  the  problems  are 
even  more  apparent.  In  1981,  existing  home  sales  were  only  2.35  million  units,  down  20 
percent  from  1980*s  depressed  sales  and  almost  40  percent  below  the  levels  of  1978  and 
1979.  Most  observers  expect  existing  home  sales  to  rebound  to  2.5-2.8  million  units  this 
year. 

Clearly,  the  low  level  of  housing  construction  of  the  past  two  years  has  been  a  disaster  for 
the  industry.  But  it  also  represents  a  disaster  for  the  consumer.  Most  estimates  of 
population  and  household  formation  rates  envision  the  decade  of  the  Eighties  as  one  of 
continued  increasing  housing  demand.  While  the  general  population  will  increase  by  21 
million  people  in  this  decade,  the  population  of  the  prime  first-time  bujring  group,  those 
between  25  and  34  years,  will  grow  by  nine  million  persons.  This  growth  will  be  three 
times  faster  than  the  overall  population  growth  rate.  Many  analysts  foresee  a  demand  in 
excess  of  2  million  additional  housing  units  per  year  during  the  next  decade.   Even  with  a 
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limited  housing  recovery  this  year,  1982's  projected  1.3  million  starts  will  fall  far  short  of 
demand.  The  following  table  shows  the  level  of  new  housing  starts  over  the  past  six  years: 

TABLE  1 


Private 
Housing  Steu*ts 
Year  (Seasonally  Adjusted 


Annual  Rate) 


1976  1,537,000 

1977  1,987,000 

1978  2,020,000 

1979  1,745,000 

1980  1,292,000 

1981  1,086,000 

Source:  Dept.  of  Commerce,  Bureau  of 
the  Census 


Some  of  the  shortfall  in  supply  will  be  made  up  by  the  conversion  of  commercial 
properties  to  residential  use.  The  shortgage  of  housing,  however,  in  the  face  of  strong 
potential  demand  will  cause  a  significant  increase  in  "doubling  up",  an  eventual 
resumption  of  the  upward  spiral  of  home  prices,  and  continued  conversion  of  rental  units 
to  satisfy  ownership  demands.  Further,  countless  American  families  will  be  forced  to 
occupy  rental  housing  far  longer  than  they  prefer,  or  perhaps  forever,  not  being  able  to 
afford  a  home  of  their  own. 

An  important  issue  of  housing  policy  during  the  next  twelve  months,  and,  quite 
conceivably  for  the  entire  decade  of  the  Eighties,  will  be  the  affordability  of  housing. 
The  current  high  interest  rates  have  focused  increasing  concern  on  a  problem  that  has 
been  worsening  for  several  years.  The  number  of  people  who  can  afford  to  buy  homes  has 


Digitized  by  VjOOQIC 


97 


been  declining,  and  mort^^age  rates  far  above  historical  averages  have  exacerbated  the 
problem.  For  1981,  the  median  price  of  a  new  one-family  home  sold  was  $68,900. 
Assuming  a  normal  downpayment  of  about  10  percent,  the  outstanding  principal  balance  of 
a  standard  mortgage  would  exceed  $62,000.  With  a  level  payment  30-year  mortgage 
bearing  a  contract  rate  of  14  percent  (the  prevailing  conventional  commitment  rate  only 
one  year  ago),  some  23  percent  of  American  families  could  have  afforded  to  buy  that 
home. 

At  16  percent,  only  slightly  more  than  17  percent  of  those  families  could  afford  it  And 
at  18  percent  mortgage  rates,  a  level  we  have  reached  and  even  exceeded  in  some  areas, 
the  number  of  families  that  can  afford  this  median  price  home  falls  to  about  12  percent. 
Unable  to  qualify  willing  buyers  for  loans,  the  housing  industry  is  moribund. 

One  critical  cause  of  the  affordability  crisis  in  housing  is  the  historically  high  cost  of 
mortgage  credit.  Several  factors  are  to  blame— some  macroeconomic  or  more  general  in 
nature  and  others  related  more  directly  to  the  severe  plight  of  the  mortgage  lending 
industry.  The  general  cause— inflation  expectations,  excessive  Federal  deficits,  and 
restrictive  monetary  policy— have  already  been  detailed. 

The  problems  specific  to  the  mortgage  lending  industry  have  been  all  too  well  documented 
in  the  trade  and  financial  press.  Scores  of  savings  and  loan  associations  and  mutual 
savings  banks  have  been  or  are  threatened  with  forced  merger  and  acquisitions,  or 
outright  failure.  Well-managed  institutions,  as  well  as  poorly  run  firms,  have  been 
victimized  by  piecemeal  deregulation  during  a  period  of  extraordinarily  adverse  financial 
conditions.  The  mortgage  banking  industry,  which  in  recent  years  has  accounted  for 
approximately  one-quarter  of  residential  loan  originations,  has  seen  large  and  small 
firms— most   of   them   successfully  operated   for  decades— pushed   into   retrenchment. 
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forced  sales,  and  failures.  It  can  come  as  no  surprise,  therefore,  that  the  availability  of 
mortgage  credit  has  been  severely  curtailed,  and  its  cost  forced  to  exorbitant  levels. 

The  crisis  among  mortgage  lending  institutions  is  real,  and  threatens  to  get  even  worse 
before  it  can  pass.  As  highlighted  in  the  Joint  letter  to  the  President  and  the  Congress, 
unless  immediate  and  effective  short-run  measures  are  adopted,  the  economic  and  human 
costs  of  the  continued  devastation  of  these  industries  will  be  great.  It  is  most  difficult  to 
comprehend,  much  less  put  a  price  tag  on,  the  general  economic  and  financial  crisis  that 
will  result  from  the  massive  problems  threatening  these  industries. 

Under  present  economic  conditions  and  prospects,  the  most  optimistic  forecast  of 
mortgage  rates  during  1982  would  be  a  low  of  14-15  percent  by  early  summer,  with  rates 
gradually  rising  during  the  second  half  of  the  year.  This  forecast  results  primarily  from 
the  overall  easing  of  interest  rates  in  response  to  the  recession-induced  weakness  of 
business  and  consumer  credit  demands.  Tight  monetary  policy  and  bloated  credit  demands 
rising  from  the  huge  Federal  deficit  mitigate  against  further  declines  in  interest  rates 
while  simultaneously  exacerbating  the  crisis  conditions  plaguing  mortgage  lenders. 
Without  immediate  relief  targeted  toward  the  housing  and  mortgage  markets,  no  better 
prospects  can  be  projected  in  good  faith. 

The  key  roles  played  by  the  real  estate,  housing,  and  mortgage  finance  industries  in  the 
overall  well-being  of  the  U.S.  economy  cannot  be  overlooked.  Without  a  recovery  in  these 
critical  domestic  industries,  the  outlook  for  a  resumption  of  real  growth  in  the  economy 
generally  is  not  favorable,  and  may  be  impossible,  if  the  housing  and  mortgage  lending 
industry  crises  materialize  with  the  full  vigor  that  appears  likely. 
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HR  S73I9  "THE  HOUSING  AND  COMMUNTTT  DEVELOPMENT  AMENDMENTS  OF  1982" 

Funding  authorization  for  housing  and  related  programs  administered  by  the  Department 
of  Housing  and  Urban  Development  (HUD),  would  be  provided  by  HR  5731,  as  well  as 
program  extensions.  Following  are  MBA's  recommendations  with  respect  to  various 
sections  of  the  proposed  legislation. 

LOW  INCOME  HOUSING 

Section  201  provides  for  funding  authorization  for  FY  1983  for  the  public  housing  and 
Section  8  Housing  Assistance  programs.  The  bill  authorizes  approximately  $808  million 
for  these  programs.  The  distribution  of  funds  between  new  and  substantially  rehabilitated 
units  and  exisiting  units  in  HR  5731  is  approximately  58.7  percent  to  41.3  percent  MBA 
supports  these  programs  and  urges  that  the  funding  authorizations,  at  the  levels  proposed 
in  HR  5731,  be  enacted.  We  should  like  to  note,  however,  that  this  funding  level  is 
approximately  $100  million  below  that  authorized  for  FY  1982  and  represents  a 
substantial  cut  in  housing  needed  by  low-income  persons.  However,  we  recognize  that  this 
cut,  however  painful,  is  being  made  as  part  of  our  Nation's  effort  to  control  the  Federal 
deficit 

Section  202  directs  the  Secretary  of  HUD,  when  determining  fair  market  rents  to  take 
into  account  additional  costs,  due  to  increased  interest  rates,  incurred  by  projects  for 
which  contract  authority  was  reserved  during  FY  1982.  The  bill  limits  the  interest  rate 
factor  to  be  used  to  14  percent  MBA  strongly  supports  this  provision  as  absolutely 
necessary  for  the  construction  of  those  assisted  housing  projects  to  be  financed  with  tax 
exempt  bonds  for  which  contract  authority  has  been  reserved  in  FY  1982.    The  current 
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interest  rate  limit  of  12  percent  in  the  HUD  reflations  implementing  the  current 
financing  adjustment  factor  (FAF),  together  with  the  regulatory  requirement  that 
construction  commence  by  June  1st,  make  it  is  doubtful  that  many  projects  will  be  able  to 
go  forward  without  enactment  of  Section  202  of  HR  5731. 

Section  205  would  authorize  an  additional  $1.2  billion  for  the  Government  National 
Mortgage  Association  (GNMA)  tandem  program.  MBA  supports  this  authorization  as  being 
necessary  to  provide  financing  to  assisted  housing  projects  that  will  otherwise  not  be 
built.  These  projects  will  provide  badly  needed  housing  for  low-income  persons  through  a 
proven  and  workable  financing  method.  Later  in  this  testimony  we  will  discuss  two 
actions  taken  by  the  Administration  that  may  sharply  curtail  the  production  of 
multifamily  rental  housing  in  FY  1982. 


SECTION  235  AMENDMENTS 

Section  301  would  remove  the  current  March  31, 1982  cut  off  date  for  the  issuance  of  firm 
commitments  under  the  Section  235(i)  program,  and  would  authorize  an  additional  $36.7 
million  for  the  program  for  FY  1983.  In  addition,  the  percentage  of  new  homes  in  a  single 
subdivision  that  could  be  assisted  under  the  235(i)  program  would  be  increased  from  40 
percent  to  50  percent  As  a  housing  stimulus  measure,  $350  million  would  be  authorized 
for  the  Section  235(q)  program,  which  serves  middle-income  homebuyers. 

MBA  supports  the  Section  235(0  program  as  a  useful  and  efficient  means  of  providing 
homeownership  assistance  to  low  income  families.  We  support  its  continuation  at  the 
funding  authorization  levels  proposed  in  HR  5731.  We  also  recognize  that  the  housing 
industry,  at  its  lowest  ebb  in  the  post-World  War  II  period,  is  in  dire  need  of  a  stimulus  in 
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order  to  begin  the  long  march  back  to  recovery.  The  Section  235(q)  program,  with  the 
proposed  authorization  funding  level  of  $350  million  should  provide  a  stimulus. 

If  Congress  does  decide  to  authorize  funding  for  the  Section  235(q)  program,  we  suggest 
that  the  effective  interest  rate  to  be  paid  by  borrowers,  for  the  ten  year  subsidy  period, 
be  increased  from  the  9.5  percent  currently  in  the  law.  While  a  9.5  percent  rate  may  have 
been  necessary  in  mid'1980  to  stimulate  home  construction  and  sales,  this  is  no  longer  the 
case.  Under  current  market  conditions,  a  12  or  13  percent  rate  would  be  more  than 
adequate  to  stimulate  production  and  qualify  eligible,  above  moderate-income  borrowers 
for  loans.  Such  an  interest  rate  increase  would  allow  the  same  amount  of  funds  to  be  used 
to  stimulate  the  construction  of  a  larger  number  of  new  homes. 

We  would  also  note  that  several  other  housing  stimulus  programs  have  been  announced 
that  will  warrant  careful  consideration.  It  is  important  that  whatever  stimulus  program 
Congress  may  adopt  be  done  speedily  and  in  the  most  cost-efficient  manner  possible. 


MULTIFAIiILT  HOUSING  PRODUCTION  PROGRAM 

Section  311  would  create  a  new  multifamily  production  program,  employing  flexible 
means  to  provide  assistance  to  make  the  production  of  new  multifamily  housing 
financially  feasible.  The  assistance  could  be  in  the  form  of  a  capital  grant,  a  loan, 
interest  reduction  payments,  grants  to  finance  the  purchase  of  land,  or  other  comparable 
assistance.  The  projects  must  be  located  in  areas  experiencing  shortages  of  rental  housing 
and  HUD  would  select  those  projects  to  be  assisted.  At  least  20  percent  of  the  units  in 
each  assisted  project  would  have  to  be  occupied  by  families  with  incomes  no  greater  than 
80  percent  of  the  median  income  of  the  area. 
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MBA  believes  that  this  program  would  encourage  the  badly  needed  production  of 
multifamily  rental  housing  in  areas  experiencing  a  shortage  of  such  housing,  at  less  cost  to 
the  Federal  government  than  the  Section  8  new  construction  program.  We  applaud  the 
initiative  of  the  Chairman  of  the  Subcommittee  and  the  cosponsors  of  HR  5731  in 
fashioning  a  new  program  to  deal  with  the  serious  problem  of  inadequate  production  of 
multifamily  rental  housing  and  urge  its  enactment 


EXTENSION  OF  FHA  MORTGAGE  INSURANCE  AUTHORTTT 

Section  501  provides  for  the  extension  of  the  insuring  authority  for  the  various  FHA 
programs.  A  one  year  extension  is  provided  for,  through  September  30,  1983.  MBA  urges 
this  Subcommittee  and  the  Congress  to  consider  a  two  year  extension  of  these  programs 
so  as  to  diminish  the  possibility  of  FHA's  insuring  authority  from  lapsing  as  has  occurred 
in  the  recent  past,  because  of  the  unfortunate  market  disruptions  that  occur. 


MORTGAGE  INSURANCE  PREMIUM 

An  issue  that  is  related  to  the  extension  of  the  FHA  insurance  authority  is  a  change  the 
Administration  has  indicated  it  will  propose,  in  the  collection  of  the  FHA  mortgage 
insurance  premium  for  new  loans.  The  Administration's  FY  1983  budget  indicated  that  a 
proposal  would  be  made  to  Congress  to  have  the  mortgage  insurance  premium  for  FHA- 
insured  loans  paid  in  a  lump  sum  at  the  time  the  loan  is  closed.  The  lump  sum  would 
represent  the  present  value  of  the  stream  of  monthly  premium  payments  that  FHA- 
insured  borrowers  presently  make  over  the  life  of  their  mortgages. 
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MBA  believes  the  general  concept  of  a  lump  sum  payment  of  the  FHA  insurance  premium, 
at  the  time  the  loan  is  closed,  merits  careful  consideration.  MBA  urges  Congress  to  keep 
two  factors  at  the  forefront  when  reviewing  the  Administration's  proposal. 

First,  the  Administration  proposal  should  aUow  borrowers  the  option  of  treating  the  lump 
sum  premium  as  part  of  the  closing  costs  eligible  for  inclusion  in  the  mortgage  balance. 
This  will  preserve  the  low  downpayment  feature  of  FHA-insured  loans  that  is  so  vital  in 
providing  affordable  financing  for  moderate-  and  middle-income  borrowers. 
Congressional  action  would  be  required  also  to  increase  slightly  the  maximum  mortgage 
amounts  under  the  FHA  single-family  programs.  Depending  upon  the  details  of  the 
Administration  proposal,  the  necessary  increase  would  be  approximately  $1,500,  which 
would  raise  the  present  $67,500  basic  ceiling  to  $69,000.  Second,  if  the  Administration 
proposal  affords  borrowers  the  option  of  including  the  lump  sum  premium  in  the  mortgage 
balance,  it  should  not  result  in  monthly  payments  that  are  significantly  higher  than  they 
would  be  under  the  present  ^^tem.  Again,  MBA's  concern  is  affordability.  We  would 
oppose  any  proposal  that  would  increase  monthly  payments  beyond  a  minimal  amount 

The  factors  outlined  above  could  cause  the  loan-to^alue  ratio  to  rise  at>ove  100  percent, 
in  those  instances  where  borrowers  made  the  minimum  downpayment  However,  this 
should  not  cause  any  increase  in  the  default  rate  of  FHA-insured  loans,  nor  threaten  the 
financial  soundness  of  the  mutual  mortgage  insurance  fund  (MMIF).  The  principal  reason 
for  this  is  that  under  the  factors  outlined  above,  the  borrower's  monthly  payment  would 
not  be  increased.  It  is  the  monthly  payment,  in  proportion  to  the  borrower's  income,  that 
is  the  key  determinant  as  to  the  borrower's  ability  to  afford  the  mortgage.  With  MBA's 
suggested  factors,  this  proportion  would  not  be  altered. 
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It  appears  the  interests  of  both  the  borrower  and  the  solvency  of  the  MMIF  would  be 
preserved  under  this  proposal  if  it  includes  the  two  suggested  factors,  and  that  HUD  might 
realize  significant  administrative  savings  over  both  the  present  system,  where  lenders 
remit  the  insurance  premium  on  a  yearly  basis,  and  the  soon  to  be  implemented  system  of 
monthly  remittance.  The  change,  of  course,  would  be  gradual  since  existing  loans  will 
stay  under  the  present  system  of  periodic  remittances.  But  as  these  loans  mature  and  are 
replaced  by  new  loans  with  lump  sum  payments,  HUD's  record  keeping,  and  the  expense 
associated  with  it,  might  diminish. 


EXTENSION  OF  FLEXIBLB  INTEREST  RATE  AUTHORTTY 

Section  502  extends  the  authority  for  the  HUD  Secretary  to  set  the  FHA  interest  rate 
above  the  6  percent  statutory  maximum  through  September  30,  1983.  Rather  than 
extending  this  provision,  MBA  urges  Congress  to  amend  the  law  to  allow  the  FHA  interest 
rate  to  move  freely  as  market  conditions  dictate. 


FREE  FHA/VA  INTEREST  RATE 

Under  current  law,  the  maximum  interest  rate  allowable  on  a  mortgage  insured  by  the 
FHA  is  fixed  by  the  Secretary  of  HUD.  Customarily,  the  Veterans  Administration  (YA) 
follows  HUD's  lead  and  sets  the  same  maximum  rate  for  VA-guaranteed  mortgages.  In  the 
early  1950's,  Congress  enacted  legislation  to  fix  interest  rates  and  to  ban  discount  points. 
The  result  was  a  collapse  of  the  FHA/VA  portion  of  the  mortgage  market,  and  the  law  was 
repealed. 
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The  setting  of  a  maximum  interest  rate  by  the  HUD  Secretary  harkens  back  to  an  earlier 
era  in  America's  financial  history  when  residential  mortgage  markets  were  highly 
localized  and  sometimes  dominated  by  a  few  suppliers  of  mortgage  credit.  Possibility  for 
abuse  existed,  and  the  Federal  government,  in  the  FHA  and  VA  mortgage  insurance  and 
guaranty  programs,  acted  in  a  fashion  similar  to  state  governments  and  set  maximum 
interest  rate  ceilings.  This  Federal  and  state  system  of  interest/usury  ceilings  was  not  a 
problem  as  long  as  interest  rate  changes  occurred  infrequently,  and  in  small  increments. 
However,  the  volatility  of  interest  rates  in  the  latter  part  of  the  1970's  turned  this 
restrictive  system  of  interest  rate  limitations,  into  a  hangman's  noose  around  the  neck  of 
the  housing  and  mortgage  finance  industries. 

Congress  recognized  this,  at  least  as  far  as  state  mortgage  usury  ceilings  were  concerned, 
and  preempted  those  laws  as  part  of  the  Depository  Institutions  Deregulation  and 
Monetary  Control  Act  of  1980  (P.L.  96-221).  MBA  believes  the  time  has  arrived  for 
Congress  to  complete  the  task  of  reforming  the  law  by  repealing  all  restrictions  on 
Interest  rates  for  FHA  and  VA  mortgages. 

The  Federal  preemption  of  state  usury  ceilings  has  been  in  force  for  two  years.  Only  a 
handful  of  states  have  overridden  the  preemption.  To  date,  there  have  been  no  widely 
reported  and  documented  instances  of  abuse  or  charges  of  substantially  above  market 
interest  rates  by  mortgage  lenders.  As  we  maintained  to  the  Congress  in  testimony  on 
this  issue  in  1979  and  prior  years,  the  market  forces  of  supply  and  demand,  together  with 
the  national  linkage  of  all  local  mortgage  markets,  ensures  that  no  single  lender  or  group 
of  lenders  in  any  locality  or  region  could  demand  and  receive  mortgage  interest  rates 
substantially  above  the  market  rate.  The  same  is  true  for  FHA  and  VA  loan& 
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The  Housing  and  Community  Development  Act  of  1980  (P.L.  96-399)  authorized  the  HUD 
Secretary  to  set  up  a  negotiated  interest  rate  demonstration  program  for  FHA-insured 
mortgages  and  report  the  results  to  Congress  by  March  1,  1982.  The  program  has  never 
been  implemented,  and  even  if  it  should  be,  no  meaningful  results  will  be  produced,  for 
several  reasons.  First,  the  number  of  loans  involved— the  greater  of  10  percent  of  all 
loans  insured  or  50,000  loans— is  entirely  too  restrictive  in  view  of  the  way  most  FHA- 
insured  loans  are  financed.  Approximately  80  percent  of  all  FHA  loans  are  placed  in 
GNMA-mortgage-backed  security  (MBS)  pools.  The  GNMA-MBS  program  requires  all 
loans  in  each  MBS-pool  to  carry  the  same  interest  rate.  The  system  is  designed  to  operate 
at  maximum  efficiency  with  a  high  volume  of  loan  production.  The  advantages  to  be 
afforded  lenders  by  having  10  percent  of  all  FHA-insured  loans  carry  negotiated  interest 
rates  is  too  small  to  be  worthwhile,  when  balanced  against  the  existing  high  volume 
system  of  originating  loans  all  carrying  the  same  interest  rate  and  thus,  all  eligible  for 
placement  in  GNMA-MBS  pools. 

Second,  the  statutory  requirement  of  a  30  day  commitment  period  is  excessive,  in  light  of 
the  volatility  of  interest  rates  in  the  past  several  years.  The  requirement  places  all  the 
risk  of  interest  rate  shifts  on  the  lender  and  thus  is  an  inducement  for  lenders  not  to 
participate  in  the  demonstration  program. 

If  lenders  are  to  bear  all  the  risk  of  interest  rate  shifts,  they  will  have  to  purchase 
commitments  for  funding  from  investors,  at  the  interest  rate  agreed  upon  with  the 
borrower.  The  cost  of  purchasing  the  commitment  would  have  to  be  recouped  from  the 
borrower,  either  through  a  fee  or  a  higher  interest  rate.  If  for  any  reason,  the  loan  did 
not  close,  then  the  lender  could  very  well  be  forced  to  bear  the  entire  cost  of  the  funding 
commitment  purchased  from  the  investor.  Faced  with  this  choice,  most  lenders  will 
choose  not  to  participate  in  the  demonstration  program. 
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This  points  out  the  difficulties  and  complications  that  result  when  Congress  attempts, 
through  legislation,  to  impose  artifical  restrictions  on  free  market  transactions  that  take 
place  in  a  volatile  environment.  We  urge  Congress  to  follow  the  recommendation 
contained  in  the  Administration's  FY  1983  budget  and  remove  all  interest  ceilings  on 
FHA-insured  loans. 


FHA  INSURANCE  AUTHORTTT 

Section  503  would  place  a  $40  billion  ceiling  on  FHA's  insurance  commitment  authority 
for  FY  1982.  MBA  is  opposed  to  axj^  ceilings  being  imposed  on  the  non-subsidized,  user- 
fee  supported  FHA  insurance  programs.  Rather  than  inflexible  ceilings,  the  demand 
nature  of  these  successful  programs  argues  for  the  setting  of  targets  only.  If  Congress 
does,  nonetheless,  impose  ceilings  on  these  programs,  they  should  be  high  enough  to 
permit  these  programs  to  operate  responsively  to  consumer  demand  and  without 
disruption.  In  that  event,  $40  billion  of  FHA  insuring  authority  in  FY  1983  would  appear  to 
be  adequate.  The  Administration's  budget,  transmitted  to  Congress  last  month,  carries 
the  Administration's  proposal  of  a  $35  billion  ceiling  for  FHA,  which  could  well  prove  to 
be  inadequate  to  meet  the  demands  for  FHA-insured  loans,  particularly  if  there  is  a 
housing  recovery  in  FY  1983.  This  issue  is  discussed  in  greater  detail  later  in  the 
testimony. 


GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 


Section  507  provides  for  a  ceiling  of  $68.25  billion  on  GNMA's  authority  to  guarantee 
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mortf^a^e-backed  securities  (MBSs).  As  stated  previously,  MBA  opposes  placing  ceilings 
on  user-fee  supported,  non-subsidized  programs  such  as  the  GNMA-MBS  program. 

However,  if  Congress  does  impose  a  ceiling,  it  should  be  high  enough  to  allow  the  program 
to  operate  as  a  demand  oriented  program  without  disruption*  In  that  event,  $68.25  billion 
would  appear  to  be  sufficent  for  FY  1983.  The  Adminisfration-proposed  budget  for  FY 
1983  would  set  the  GNMA-MBS  ceiling  at  $38.4  billion.  The  Administration  figure  is 
totally  inadequate  in  light  of  past  experience  with  the  program.  This  issue  is  also 
discussed  in  greater  detail  later  in  the  testimony. 

With  respect  to  any  FHA  and  GNMA  commitment  ceilings  which  Congress  may  establish, 
MBA  urges  that  an  anti-impoundment  provision  be  included,  whereby  such  ceilings  may 
not  be  reduced  administratively.  This  will  also  be  discussed  in  greater  detail  later  in  the 
testimony. 


LHOTATIONS  on  FNB«A/FHLMC  mortgage  PURCHASE  AUTHORITY 

Sections  512  and  513  place  new  limitations  on  the  authority  of  the  Federal  National 
Mortgage  Association  (FNMA)  and  the  FHLMC*s  authority  to  purchase  participations  in 
mortgages  secured  by  first  and  second  liens  on  residential  real  property  and  whole 
mortgages  secured  by  second  liens  on  residential  real  property.  MBA  opposes  both  these 
provisions. 

With  respect  to  peu*ticipations,  although  mortgage  bankers  have  traditionally  been  whole 
loan  sellers  and,  therefore,  have  had  little  involvement  in  any  of  FNMA's  or  the  FHLMCs 
current  participation  programs,  we  nonetheless  question  both  the  reasoning  behind  and  the 
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necessity  for  section  512.  Rather  than  getting  into  a  lengthy  discussion  regarding  the 
legislative  history  of  the  provision  governing  FNMA  and  FHLMC's  mortgage  purchase 
authority,  for  the  purpose  of  our  comments,  we  will  assume  that  such  provisions  are  silent 
regarding  the  treatment  of  participations.  That  being  the  case,  we  are  simply  at  a  loss  to 
understand  why,  g^ven  the  current  state  of  the  housing  market.  Congress  would  seek  to 
restrict  the  availability  of  any  source  of  housing  funds.  We  are  not  dealing  with  a  finite 
amount  of  funds,  which  are  somehow  in  danger  of  being  directed  to  the  highest  end  of  the 
markets,  absent  the  type  of  restriction  imposed  by  Section  512.  And  even  if  we  were,  the 
current  limitations  would  still  apply  to  whatever  participation  interest  is  purchased.  We 
might  parenthetically  add,  that  we  think  the  time  has  come  to  re-examine  the  whole 
question  of  what,  if  any,  purchase  limitations  should  be  continued. 

Neither  FNMA  nor  FHLMC  seeks  to  abandon  their  traditional  role  in  providing  funds  for 
middle-income  families.  In  our  view,  a  greater  threat  to  their  ability  to  fulfill  this  lies  in 
unreasonable  restrictions  on  their  flexibility  to  respond  to  market  value. 

When  introducing  this  legislation.  Chairman  Gonzalez  quite  correctly  characterized  this 
legislation  as  a  "positive  program."  If  enacted,  Section  512  can  only  hurt,  not  help 
housing. 

Section  513  would  similarly  impose  limitations  on  the  amount  of  second  mortgages  eligible 
for  purchase,  based  on  the  lower  of  the  dollar  amount  of  the  second  mortgage  or  a  loan- 
to-value  ratio  that  includes  the  principal  obligation  of  the  first  mortgage.  Among  the 
dramatic  changes  that  have  taken  place  in  residential  finance  in  the  last  several  years  is 
the  transformation  of  second  mortgages  from  a  means  for  established  homeowners  to 
realize  a  portion  of  the  equity  in  their  homes  without  selling  those  homes,  to  a  significant 
means  of  financing  the  purchase  of  many  existing  and  new  homes  today.    FNMA  has 
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programs  to  purchase  second  mortgages  and  participations  in  whole  mortgages  and  pools 
of  second  mortgages,  while  the  FHLMC  has  a  home  improvement  loan  purchase  program. 
FNMA's  programs  were  created  partly  in  response  to  the  market  developments  outlined 
above,  and  partly  as  an  effort  to  cope  with  the  earnings  problems  brought  about  by  state 
due-on-sale  restrictions,  which  are  discussed  later  in  this  testimony.  FHLMC's  program 
was  established  pursuant  to  specific  Congressional  authorization  and  without  statutory 
dollar  amount  purchase  limitations.  These  programs  are  creative  responses  to  changes  in 
residential  finance  and  underscore  the  growing  importance  of  the  secondary  mortgage 
market  as  a  source  of  funds  for  residential  mortgages. 

Unfortunately,  both  FHLMC  and  FHMA  have  been  relative  newcomers  to  the  second 
mortgage  marketplace.  This  absence  created  a  void  that  was  all  too  quickly  filled  by 
entities  with  limited  lending  experience  and,  in  many  instances,  questionable  ethics.  The 
well-publicized  problems  with  second  mortgage  lenders  in  California  might  have  been 
avoided,  or  at  least  mitigated,  if  an  organized  and  experienced  secondary  market  had  t>een 
in  existence.  The  restrictions  in  Section  513  have  the  potential  to  force  additional 
borrowers  away  from  traditional  sources  of  funds,  such  as  FNMA  and  FHLMC,  and  into 
dealings  with  those  fly-by-night  companies  that  have  escaped  bankruptcy  to  date. 

We  urge  this  Subcommittee  and  the  Congress  not  to  adopt  Sections  512  and  513  of  the  bilL 


EMERGENCT  MORTGAGE  RELIEF 

Section  601  provides  a  program  for  emergency  mortgage  relief.  This  program,  to  be 
administered  by  HUD,  would  go  into  effect  if  the  rate  of  residential  mortgages  with 
payments  at  least  60  days  delinquent  rose  to  1.3  percent  on  average  for  a  period  of  three 
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consecutive  months.  Mortgagors  would  be  eligible  for  assistance  if  they  had  suffered  a 
reduction  in  income  due  to  circumstances  beyond  their  control;  had  received  a  foreclosure 
notice  or  were  at  least  90  days  in  arrears  on  their  mortgage  payments;  and  if  the  HUD 
Secretary  determined  that  they  would  be  able  to  resume  making  full  payments  on  their 
mortgage  within  24  months.  Payments  would  be  made  on  their  behalf  for  12  months,  with 
an  additioncd  12  months  permitted  if  circumstances  warranted.  The  payments  made  would 
constitute  a  lien  on  the  property  that  would  be  repayable  under  conditions  set  by  the 
Secretary. 

Enactment  of  this  program  in  present  form  would  place  an  enormous  administrative 
burden  on  HUD  at  a  time  when  the  Department  is  laboring  to  implement  the  already 
authorized,  temporary  mortgage  assistance  payments  program  for  FHA  borrowers.  We 
would  caution  Congress  that,  due  to  the  scope  of  this  proposed  program,  its  efficient 
operation  could  well  be  beyond  HUD's  current  capability. 

FHA  AND  GNMA-MBS  COMMITMENT  LIMITATIONS 

As  Stated  previously,  MBA  opposes  setting  limits  on  these  self-supporting  programs. 

However,  if  limits  are  to  be  established  they  should  be  set  high  enough  to  accommodate 
demand.  The  Administration  in  its  FY  1983  budget  proposal  has  requested  that  the  GNMA 
Mortgage-Badced  Security  (MBS)  program  be  restricted  to  $38.4  billion,  and  the  FHA 
mortgage  insurance  programs  be  limited  to  $35  billion.  The  Administration  has  also 
proposed  a  "supplemental  reduction"  in  the  FY  1982  GNMA-MBS  level  of  $20.25  billion  to 
bring  it  to  a  ceiling  of  $48  billion. 
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MBA  is  seriously  concerned  that  even  if  interest  rates  remain  at  or  near  their  current 
levels,  the  $38.4  billion  limit  for  the  GNMA-.MBS  profj^ram  will  prove  insufficient.  If 
interest  rates  drop  and  proposals  to  create  several  alternative  financing  proposals  are 
successful,  the  FHA  commitment  ceiling  may  prove  insufficient.  Therefore,  MBA 
supports  the  FY  1983  commitment  contained  in  HR  5731  of  $40  billion  for  the  FHA 
mortgage  insurance  programs  and  $68.25  billion  for  the  GNMA-MBS  program. 

MBA  believes  that  reductions  in  Federal  spending  are  necessary  in  order  to  decrease 
interest  rates  and  restore  investor  confidence.  The  FHA  mortgage  insurance  and  GNMA- 
MBS  programs,  however,  rely  solely  on  private  investment  funds.  There  are  no  Federal 
dollars  expended  under  these  programs.  Nor  are  there  any  ties  to  the  Federal  Financing 
Bank,  as  the  private  lender,  not  the  Federal  government,  is  responsible  for  marketing  the 
GNMA  securities  to  investors  through  Wall  Street  dealers.  To  have  any  favorable  impact 
whatsoever  on  financial  markets,  reductions  in  Federal  spending  must  be  real  ones,  not 
simply  artificial  reductions  on  paper. 

Proposed  reductions  in  the  FHA  mortgage  insurance  and  GNMA-MBS  guaranty 
commitment  levels  will  not  have  an  ameliorative  effect  on  interest  rates  and  on  the 
financial  markets.  Even  if  marginally  qualified  home  mortgage  borrowers  are  rationed 
out  of  the  markets,  because  they  are  unable  to  obtain  mortgage  financing  at  all,  Federal 
deficit  spending  will  soak  up  that  reduced  share.  Thus,  the  real  issues  involved  in  these 
proposed  reductions  are  whether  the  Federal  government  intends  to  reduce  its 
commitment  to  housing  and  mortgage  finance,  by  restricting  programs  that  enhance  the 
availability  of  adequate  supplies  of  mortgage  credit,  especially  for  moderate-  and  middle- 
income  families  and  first-time  homebuyers,  and  whether  these  reductions  signal  an  intent 
to  reduce,  overall,  the  share  of  credit  that  has  historically  been  utilized  in  financing 
mortgages. 
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These  issues  are  being  addressed  at  a  time  when  the  potential  demand  for  home  mortgage 
credit  has  never  been  stronger.  The  Federal  government,  long  ago,  recognized  the  social 
need  for,  and  importance  of,  housing  its  citizens,  and  responded  in  an  appropriate  manner 
by  creating  programs  to  fulfill  this  social  goal.  Not  only  have  the  non-subsidized  FHA 
insurance  and  GNMA-MBS  guaranty  programs  worked  efficiently  by  not  incurring  any 
costs  that  drained  tax  revenues,  but  they  have  been  profitable  and  have  achieved  a 
remarkable  success  in  structuring  a  mortgage  finance  delivery  system  that  provides 
readily  available  sources  of  mortgage  credit  throughout  all  phases  of  interest  rate  cycles, 
involving  private  sector  lenders  and  investors  to  a  maximum  degree. 

The  real  benefit  enjoyed  under  these  programs  is  not  a  subsidy,  but  the  capital  market 
efficiency  of  the  GNMA  security,  and  the  standardization  offered  by  the  underlying  FHA 
and  VA  loan  instruments.  The  non-subsidized  FHA  mortgage  insurance  programs  provide 
an  unfailing  source  of  private  mortgage  credit  for  low-downpayment,  fixed-rate  loans  to 
homebuyers.  The  GNMA-MBS  program  ensures  lenders  of  ready  placement  in  the 
secondary  market  for  FHA  and  VA  loans.  In  effect,  the  existence  of  the  GNMA-MBS 
program  allows  the  individual  consumer  the  same  access  to  the  credit  markets  as  large 
corporate  borrowers  and  the  government. 

The  future  of  the  mortgage  finance  delivery  system  is  heavily  clouded  by  uncertainty. 
The  thrift  industry  is  undergoing  unprecedented  difficulties,  which  undermine  its  capacity 
to  provide  long-term  financing  for  mortgages. 

Fundamental  changes  in  the  future  powers  of  all  financial  institutions  are  presently  being 
debated  in  Congress,  and  those  changes  will  undoubtedly  alter  the  roles  of  many 
institutions  that  previously  have  been  deeply  involved  in  mortgage  finance.  As  the  role  of 
these  traditional  mortgage  finance  institutions  as  a  predominant  source  of  mortgage 
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credit  is  altered,  the  pivotal  importance  of  the  secondary  mortgage  market  will  increase, 
because  of  its  ability  to  attract  adequate  supplies  of  mortgage  credit  from  non- 
traditional,  as  well  as  traditional,  investors.  A  lender,  rather  than  having  to  procure  an 
investor  for  every  individual  loan,  now  packages  a  number  of  loans  in  a  mortgage  pooL 
Investors  need  not  consider  the  merits  of  the  individual  loans  themselves,  or  even  know 
anything  about  mortgages,  but  rely  instead  on  the  proven  track  record  of  the  GNMA 
security. 

Not  only  is  the  role  of  primary  lending  undergoing  radical  changes,  but  the  very  nature  of 
the  mortgage,  itself,  is  being  altered.  With  the  inflationary  atmosphere  and  volatile 
interest  rates  of  the  recent  past,  investors  are  less  willing  to  lock  their  funds  into  long^ 
term  fixed  rate  instruments.  The  proliferation  of  creative  mortgage  financing  techniques 
precludes  standardization  of  the  underlying  mortgage  instruments—a  feature  that  is 
essential  whenever  loans  are  to  be  pooled  and  sold  in  packages  as  securities  in  the 
secondary  mortgage  market. 

The  GNMA-M6S  is  one  of  the  most  significant  and  successful  mechanisms  ever  devised  for 
attracting  capital  for  mortgage  investments.  MBA  believes  that  the  continued  strength  of 
the  GNMA-MBS  program  will  assist  rather  than  impede  the  development  of  a  viable 
conventional  MBS  market,  because  trading  in  the  GNMA-MBS  serves  to  establish  a 
benchmark  for  the  pricing  of  these  instruments,  as  well  as  serving  as  a  model  for  the 
development  of  a  conventional  MBS  in  a  market  that  is  currently  undergoing  radical 
changes.  These  fundamental  changes  inhibit  the  standardization  that  is  so  necessary  to 
investor  acceptance  of  these  types  of  instruments,  and  may  retard  the  development  of  an 
acceptable  conventioncd  MBS  format. 
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In  summary,  the  actuarially  sound  FHA  mortgage  insurance  programs  and  the  GNMA-MBS 
guaranty  program  were  created  to  foster  support  for  homeownership  and  assure  access  to 
the  credit  maricets.  These  programs  are  remarkably  successful  at  achieving  these  goals, 
at  no  cost  to  the  Treasury.  However,  the  task  is  not  yet  finished.  The  1980s  represent  a 
clear  challenge  to  the  housing  and  mortgage  finance  industries  to  deliver  adequate 
supplies  of  affordable  mortgage  credit  to  unprecedented  numbers  of  potential 
homeowners.  The  FHA  and  GNMA-MBS  programs  will  help  to  address  those  needs 
efficiently,  unless  credit  budget  ceilings  restrict  their  operations.  This  Congress  will 
decide  whether  this  Nation's  commitment  to  housing  its  citizens  remains  one  of  its 
important  goals. 

With  respect  to  the  FHA  and  GNMA  ceilings,  we  urge  the  inclusion  of  procedural 
protections  in  any  credit  budget  for  these  self  supporting  programs.  First,  anti- 
impoundment  protections  should  be  included  so  that  the  congressionally  approved  limits 
cannot  be  rolled  back  by  administrative  fiat.  Second,  a  system  to  alert  the  appropriate 
committees,  if  the  ceilings  are  approached,  should  be  instituted  to  give  Congress 
sufficient  time  to  react.  Third,  the  procedures  established  for  adjusting  ceilings  in  the 
event  they  are  reached  should  be  streamlined,  to  avoid  market  disruptions.  Prior  to  1961, 
when  limits  were  placed  by  the  authorizing  committees  on  FHA  insurance  levels^  these 
ceilings  created  serious  disruptions  in  the  mortgage  market  whenever  they  were  reached. 
Recognizing  this,  Congress  instituted  the  practice  of  annual  FHA  insurance  activity 
authorizations,  but  no  longer  set  dollar  limits. 


PRBEHPnON  OF  STATE  LAWS 


Due-on-Sale.   MBA  urges  the  Congress  to  consider  a  Federal  preemption  of  state  due-on- 
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sale  restrictions.  Currently,  federally  chartered  savings  and  loan  associations  enjoy  a 
preemption  from  state  laws  that  restrict  or  prohibit  the  exercise  of  due-on-sale  clauses  in 
mortgages  by  virtue  of  regulations  issued  by  the  Federal  Home  Loan  Bank  Board  (FHLBB). 
National  banks  will  also  enjoy  such  a  preemption  if  proposed  regulations  are  adopted  by 
the  Comptroller  of  the  Currency.  MBA  recommends  that  Congress  extend  equal 
treatment  to  all  mortgage  lenders,  including  mortgagees  approved  by  the  Department  of 
Housing  and  Urban  Development  (HUD).  Such  a  Federal  preemption  would  permit  all 
lenders  to  exercise  due-on-sale  clauses  in  existing  mortgages  and  insert  enforceable  due- 
on-sale  clauses  in  new  mortgages. 

State  law  restrictions  and  prohibitions  on  exercise  of  due-on-sale  clauses  have  already 
disrupted  the  secondary  mortgage  market.  The  two  major  secondary  market  institutions 
investors,  FHLMC  and  FNMA,  have  altered  their  investment  practices  and  procedures 
respecting  loans  originated  in  those  14  states  listed  in  Appendix  1.  FNMA  requires  a 
seven-year  "call  provision"  to  be  inserted  in  mortgages  originated  in  those  14  states.  For 
a  period,  FHLMC  did  not  accept  loans  from  states  where  the  restrictions  on  due-on-sale 
were  so  severe  that  lenders  could  not  even  examine  the  creditworthiness  of  a  third-party 
assumptor.  These  actions  mark  a  significant,  adverse  change  in  the  nationwide  character 
of  the  secondary  mortgage  market  and  will  seriously  impact  interstate  commerce.  The 
efficiency  and  liquidity  of  the  secondary  mortgage  market  depends  on  uniform, 
homogenous  products.  The  contribution  made  by  FNMA  and  FHLMC  towards  achievement 
of  this  goal  is  undermined  when  state  laws  force  the  creation  of  non-homogeneous 
instruments. 

In  addition  to  the  competitive  inequities,  we  believe  the  two  rationalizations  most  often 
advanced  for  prohibiting  or  restricting  the  exercise  of  due-on-sale  clauses— that  such 
clauses  constitute   an  unreasonable  restraint   on  alienation,   and  that  the  lender,  as 
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evidenced  by  the  loan  agreement,  was  willinir  to  accept  the  stated  inte^st  rate  for  10 
years'-are  weak  and  unconvincing  arguments. 

Whether  the  due-on-sale  clause  acts  as  an  unreasonable  restraint  on  alienation—that  is, 
the  ability  of  the  homeowno'  to  sell  the  prapert3r~is  a  questioo  that  is  valid  on^  in 
periods  when  maricet  rates  substantially  exceed  the  existing  loan's  contract  rate.  Where 
high  rates  work  against  the  lender,  they  tend  to  woric  for  the  seller  with  an  assumable 
mortgage,  though  not  necessarily  for  the  bu3fer.  In  practice,  the  seller  is  usually  able  to 
obtain  a  higher  price  for  the  house  when  accompanied  by  the  lower  interest  rate  of  the 
original  loan.  The  question  here  is  what  is  meant  by  "unreasonid)le.*' 

Courts  have  suggested  that  the  due-on-sale  clause  constitutes  an  unreasonable  restraint 
on  alienation  because  the  seller  must  either  offer  the  house  at  a  lower  price  or  not  selL 
However,  the  due-on-sale  clause  is  not  c^>able  of  forcing  the  price  of  the  house  so  low 
that  the  owner  cannot  sell  without  a  loss.  It  is,  in  fact,  not  able  to  force  the  price  down 
at  all.  The  lower  sales  price  represents  the  true  market  value  of  the  house,  and  it  is  the 
assumption  option  that  actually  inflates  the  sales  price.  Thus,  the  seller  enjoys  a  windfall 
at  the  expense  of  the  lender  and,  often,  at  the  expense  of  the  buyer  as  well. 
Consequently,  if  the  sales  price  engendered  by  high  interest  rates  is  consistent  with  those 
of  the  local  housing  market,  then  the  house  would  be  removed  from  the  market  only  by 
the  seller's  choice.  Thus,  any  restraint  on  the  sale  results  not  from  any  artificial  barrier 
created  by  the  lender,  but  by  market  factors  outside  of  either  the  lender's  or  the 
borrower's  controL  Because  nonassumability  in  itself  cannot,  in  fact,  take  the  house  off 
the  market,  the  'hinreasonable  restraint  on  alienation"  must  mean  that  the  seller  has  the 
right  to  expect  and  receive  a  higher  price  regardless  of  any  other  factors.  Thus,  anything 
less  than  the  expected  price  is  'Hinreasonable." 
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The  second  ar^^ment  most  commonly  used  in  restricting  assumability  is  that  the  ! 
as  evidenced  by  the  loan  agreement,  was  willing  to  accept  the  stated  rate  of  interest  for 
the  full  term  of  the  loaa.  This  overlooks  the  fact  that  a  due-on-sale  clause,  by  its  very 
terms,  states  that  the  lender  was  willing  to  accept  the  rate  only  for  such  time  as  the 
original  borrower  owned  the  underlying  property.  Enforcing  a  due-on-sale  clause  does  not 
abrogate  the  contract,  it  merely  carries  out  its  terms.  Restricting  enforcement, 
retroaetWely  and  unilaterally,  changes  the  terms  of  the  contract  to  the  detriment  of  the 
lender,  who  merely  seeks  to  obtain  that  for  which  he  bargained. 

These  two  arguments  work  together  to  support  a  situation  that  insulates  the  seller  against 
market  conditions  and  that  transfers  income  from  the  lender  to  the  borrower  in  the  form 
of  a  windfall.  Quite  simply  put,  pro-assumption  is  thought  to  be  pro-homebuyer.  MBA 
finds  this  view  extremely  myopic  and  ultimately  self-defeating.  While  there  may  be  some 
short  term  gains  benefitting  individual  homebuyers,  laws  requiring  assumption  will 
inevitably  work  against  homebuyers  in  general. 

It  is  usually  the  individual  seller  who  experiences  most  of  the  gain  at  the  time  of 
assumption.  The  buyer  is  not  likely  to  realize  the  full  benefit  of  a  low  rate,  existing  loan, 
since  market  demand  is  usually  sufficient  to  raise  the  price  of  the  house  to  the  point 
where  most  of  the  savings  on  the  lower  mortgage  rate  will  be  negligible.  Whatever  the 
immediate  gains  to  an  individual  seller  or  buyer,  homebuyers,  in  general,  will  eventually 
have  to  pay  higher  rates  on  real  estate  loans,  as  premiums  for  the  option  of  assumption, 
and  will  find  their  choice  of  financing  alternatives  increasingly  limited  because  of  the 
adverse  effects  of  loan  assumptions  on  portfolio  lenders  in  a  rising  interest  rate  market. 


Digitized  by  VjOOQIC 


119 


Adjustable  Rate  Mortgages  (ARMs).  We  also  urge  the  Congress  to  consider  a  similar 
Federal  preemption  of  those  state  laws  that  restrict  or  prohibit  HUD-approved  lenders 
and  state-chartered,  federally  insured  depository  institutions  from  offering  the  same 
t3rpes  of  ARMs  that  federally  chartered  lenders  are  able  to  offer.  Federally  chartered 
lenders  enjoy  a  preemption  from  state  laws  that  otherwise  would  prohibit  or  restrict  them 
from  offering  the  full  range  of  ARMs  made  available  through  regulations  issued  by  the 
FHLBB  and  the  Comptroller  of  the  Currency. 

The  effect  of  these  state  laws  that  restrict  ARMs  is  pervasive.  HUD-approved 
mortgagees,  and  state-chartered,  federally  insured  depository  institutions  in  some  26 
states  will  not  be  able  to  offer  the  full  range  of  ARMs  available  from  federally  chartered 
lenders.  (See  Appendix  2.) 

As  stated  earlier,  in  order  for  lenders  to  accommodate  consumer  demand  for  mortgage 
credit,  a  vibrant,  active,  nationwide  secondary  mortgage  market  is  essential  In  order  to 
have  such  a  secondary  mortgage  market,  there  must  be  full  and  free  competition  among 
lenders  to  produce  mortgages  that  serve  the  needs  of  homebuyers  and  are  attractive  to 
investors.  State  laws  that  limit  the  number  of  lenders  that  can  offer  ARMs  or  mortgages 
with  due-on-sale  clauses  have  the  opposite  effect  to  what  is  needed  for  such  a  strong 
secondary  mortgage  market 

Additionally,  state-chartered,  federally  insured  thrift  institutions  will  need  the  same 
range  of  flexibility  afforded  their  federally  chartered  cousins  in  devising  ARMs  that  will 
match  their  assets  with  their  liabilities,  if  they  choose  to  remain  portfolio  lenders,  either 
in  whole  or  part   Unduly  restrictive  state  laws  could  place  these  institutions  in  a  severe. 
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unfair  bind,  and  force  them  to  abandon  residential  mortgage  lending  for  their  own 
portfolios. 

If  both  Federal  preemptions  are  enacted,  lenders  would  be  competing  on  equal  terms  for 
mortgage  business  and  consumers  would  benefit  both  by  having  a  choice  of  lenders  and  a 
broader  array  of  terms  and  instruments  to  choose  from.  MBA  urges  Congress  to  include 
such  preemptions  in  HR  5731  as  a  means  of  helping  to  ensure  that  America's  future  home 
financing  needs  will  be  met. 


FEDERAL  HOME  LOAN  MORTGAGE  CORPORATION 

There  are  two  issues  MBA  would  like  to  raise  in  connection  with  the  FHLMC.  The  first  is 
HR  4787,  a  bill  that  would  provide  for  the  recapitalization  of  the  FHLMC  by  transforming 
it  into  a  Federally  chartered,  privately  owned,  stock  corporation.  The  second  deals  with 
the  fee  charged  lenders,  who  are  not  members  of  the  Federal  Home  Loan  Bank  (FHLB) 
system,  who  sell  loans  to  the  FHLMC. 

FHLMC  Recapitalization  Proposal.  The  FHLMC  has  secured  introduction  in  Congress  of 
HR  4787,  which  would  authorize  the  restructuring  of  the  FHLMC  in  order  to  attract 
additional  capital  for  an  expansion  of  its  mortgage  activities.  MBA  endorses  the 
recapitalization  plan  of  the  FHLMC  as  a  step  necessary  to  increase  the  capacity  of  the 
secondary  mortgage  market,  so  that  the  market  will  be  broad  enough  to  accommodate  all 
lenders  seeking  to  sell  mortgage  loans.  We  urge  this  Subcommittee  and  the  Congress  to 
consider  the  legislation  promptly.  The  debt-to-capital  ratio  of  the  FHLMC,  because  of 
mortgage  purchase  activity  this  year  and  in  the  past,  promises  to  be  at  an  unaceeptably 
high  level  by  the  end  of  1982,  unless  this  legislation  is  enacted.    A  failure  to  do  so  may 
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force  the  FHLMC  to  curtail  mortgage  purchases  or  charge  all  lenders  who  sell  mortgages 
to  FHLMC  very  high  fees.  Either  action  will  redound  to  the  detriment  of  the  homebuying 
public,  either  through  a  reduction  of  available  mortgage  credit  or  an  increase  in  mortgage 
interest  rates. 

HR  4787  will  transform  the  FHLMC  into  a  government  chartered,  privately  owned 
corporation  authorized  to  purchase  mortgages,  to  issue  conventional  mortgage-backed 
securities  (CMBSs),  to  guarantee  CMBSs  issued  by  eligible  sellers,  and  to  treat 
seUer/servicers  on  an  individual  basis,  rather  than  by  type  or  class.  The  legislation  would 
permit  the  FHLMC  to  guarantee  CMBSs  issued  by  FHLMC-eligible  sellers  and  backed  by 
pools  of  mortgages,  patterning  its  plans  on  the  successful  operation  of  the  GNMA-MBS 
pools  of  government-insured  and  guaranteed  loans.  The  stunning  success  of  the  GNMA- 
MBS,  in  large  part  due  to  its  liquidity,  its  attractiveness  to  a  wide  range  of  non-traditional 
mortgage  investors,  and  the  aggressive  marketing  by  individual  issuers,  has  created  the 
impetus  for  the  FHLMC*s  proposal  to  recapitalize  and  intitiate  a  program  to  guarantee 
CMBSs.  Once  this  program  is  operational,  the  ability  of  the  secondary  mortgage  market 
to  supply  the  capital  needed  for  American's  mortgage  credit  needs  will  be  enhanced 
substantially. 

In  light  of  the  new  FNMA-CM6S  program,  it  is  legitimate  to  ask  whether  there  is  a  need 
in  the  market  for  two  federally  chartered  entities,  operating  similar  programs.  We  think 
there  is,  and  that  the  reason  can  be  summed  up  in  a  single  word— competition.  The 
presence  of  both  FNMA  and  FHLMC  will  expand  the  breadth  of  the  secondary  market  as 
each  entity  seeks  to  attract  new  investors  in  their  CMBSs  through  innovative  programs, 
aggressive  marketing,  and  other  means.  For  example  with  the  existence  of  two  entities, 
neither  FNMA  nor  FHLMC  will  have  the  luxury  of  being  the  sole  determinant  of  the  rules 
of  the  CMBS  market,  and  thus  will  be  forced  to  work  hard,  not  simply  to  adapt  to  changes 
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in  the  market,  but  to  anticipate  those  changes  and  to  act  accordingly.  This  constant 
competitive  striving  for  that  extra  e^e  will  lend  a  vigor  to  the  marketplace  that  would 
be  absent  if  only  one  institution  existed. 

This  vigor  will  be  extremely  important  if  the  conventional  mortgage  market  is  to  be  as 
successfully  securitized  as  the  FHA-VA  market  has  been.  It  is  true  that  this 
securitization  of  the  FHA-VA  market  was  done  under  the  auspices  of  a  single  entity— 
GNMA.  However,  one  very  important  fact  must  be  kept  in  mind.  The  market  acceptance 
of  the  GNMA-MBS  and  the  liquidity  that  flows  from  that  acceptance  is  in  large  measure 
due  to  the  backing  of  the  GNMA-MBS  by  the  full  faith  and  credit  of  the  United  States 
Government  Neither  the  FHLMC-  nor  the  FNMA-CMBS  will  enjoy  this  backing,  and  it 
will  be  vital  to  the  success  of  both  that  they  be  tailored  to  receive  ready  acceptance  by 
investors,  to  assure  the  highest  possible  volume  of  sales,  which,  in  turn,  will  generate 
liquidity.  Competition  will  immeasurably  aid  the  speed  with  which  this  process  will  be 
accomplished  for  both  CMBSs  and  thus,  it  is  vital  that  both  FNMA  and  FHLMC  remain 
distinct  entities  operating  in  the  secondary  market.  It  is  important,  though,  that  neither 
entity  should  have  a  competitive  advantage  because  of  provisions  in  their  respective 
charter  acts. 

Non-Member  Fee. 

Currently,  lenders  who  are  not  FHLB-system  members  must  pay  an  additional  fee  equal  to 
.5  percent  of  the  balance  of  any  mortgage  loans  they  sell  to  the  FHLMC.  This  fee  is  not 
paid  by  FHLB-system  lenders.  The  rationale  for  the  fee  is  that  it  constitutes  a  capital 
contribution  on  the  part  of  non-FHLB  system  lenders  to  the  FHLMC,  recognizing  that  the 
FHLMC  was  originally  capitalized  by  a  $100  million  contribution  by  the  Federal  Home 
Loan  Banks.     In  enacting  P.L.  97-110   last  year.   Congress,   in  removing  the  v<^me 
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limitation  on  the  purchase  of  loans  one  year  old  or  older  by  both  the  FHLMC  and  FNMA, 
also  prohibited  the  FHLMC  from  charging:  non-FHLB  system  members  fees  not  charged 
FHLB-system  members  in  the  purchase  of  loans  one  year  old  or  older,  where  the  seller 
contemporaneously  sells  such  mortgages  and  receives  in  payment  for  such  mortgages 
securities  representing  an  undivided  interest  in  those  mortgages. 

MBA  believes  Congress  should  extend  this  prohibition  to  all  FHLMC  loan  purchase 
programs.  The  original  rationale  for  the  fee  differential  has  lapsed  now  that  the  FHLMC 
has  purchased  in  excess  of  $20  billion  worth  of  mortgages  from  FHLB-system  lenders.  If 
the  FHLMC  had  been  charging  a  .5  percent  fee  on  those  purchases,  the  total  would  have 
been  approximately  $100  million,  the  amount  of  the  original  capital  contribution  by  the 
Federal  Home  Loan  Banks.  Thus,  the  FHLB-system  lenders  have  received  a  benefit 
equivalent  to  their  original  contribution,  and  the  rationale  for  a  differential  in  the  fee 
structure  no  longer  exists.  The  FHLMC  could  revise  the  fee  structure  administratively, 
but  thus  far  has  been  unwilling  to  do  so. 

If  Congress  decides  not  to  prohibit  a  fee  differential  for  all  of  FHLMC^s  mortgage 
purchase  programs,  MBA  urges  extending  the  prohibition  contained  in  P.L.  97-110  to  new 
mortgages  purchased  by  the  FHLMC  in  return  for  FHLMC  mortgage-backed  securities. 

The  FHLMC  has  announced  its  intention  to  begin  purchasing  new  mortgages  in  such  a 
manner.  Mortgage  banking  companies  do  not  participate  in  the  purchase  program  for 
loans  one  year  old  or  older,  because  mortgage  bankers  are  not  portfolio  lenders  and, 
therefore,  do  not  own  any  mortgages  one  year  old  or  older.  Mortgage  bankers  sell  all  the 
loans  they  originate  within  a  brief  period  of  time  after  origination.  However,  mortgage 
bankers  could  participate  in  the  new  FHLMC  purchase  program,  where  payment  for  the 
new  loans  purchased  will  be  FHLMC  securities  representing  an  undivided  interest  in  those 
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same  loans.  Mortgage  bankers,  and  all  non-FHLB-system  lenders,  will  be  at  a 
considerable  competitive  disadvantage  under  this  new  mortgage  purchase  program 
because  of  the  fee  differentiaL  The  only  function  the  fee  continues  to  serve  is  to 
discriminate  between  classes  of  lenders  and  to  drive  up  the  cost  of  mortgage  credit  for 
homebuyers  who  borrow  from  non-FHLB-system  lenders.  Thus,  no  one  is  served,  not  the 
homebuyer,  not  lenders,  and  not  even  the  FHLMC  whose  volume  of  business  would  be 
considerably  larger  if  non-FHLB-system  lenders  could  compete  on  an  equal  footing. 

MBA  urges  Congress  to  add  a  provision  to  HR  5731  that  would  prohibit  the  FHLMC  from 
charging  non-FHLB-system  lenders  different  fees,  under  all  mortgage  purchase  programs, 
than  are  charged  to  FHLB-system  lenders. 


THE  HOME  MORTGAGE  CAPITAL  STABH^TY  ACT,"  HR  5568 

Chairman  St  Germain  has  introduced  HR  5568,  The  Home  Mortgage  Capital  Stability 
Act,"  which  is  designed  to  provide  assistance  to  financially  troubled  depository 
institutions  that  have  at  least  one-fifth  of  their  portfolio  in  residential  mortgages  and 
meet  certain  other  specific  conditions.  In  addition,  HR  5568  would  require  that  any 
lending  insitution  that  receives  such  assistance  would  have  to  invest  at  least  50  percent  of 
its  net  new  assets  in  mortgages  for  first  time  homebuyers  at  interest  rates  one  percent 
over  the  institutions'  average  cost  of  funds. 

MBA  supports  the  general  concept  of  providing  financial  assistance  to  troubled  thrift 
institutions.  Frankly  speaking,  the  basic  policy  decision  to  protect  deposits  and  inspire 
confidence  in  these  institutions  was  made  by  Congress  nearly  fifty  years  ago  when  the 
Federal  deposit  insurance  funds  were  created.    The  choice  that  Congress  faces  now  is 
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whether  to  continue  providin^r  financial  assistance  throu(rh  the  deposit  insurance  funds,  or 
to  set  up  a  new  mechanism  for  assistance  in  the  belief  that  the  financial  difficulties  of 
the  thrift  industry  are  so  widespread  as  to  be  beyond  the  capabilities  of  the  present 
system,  or  nearly  so. 

We  ui>?e  the  Confrress  to  (dve  careful  and  serious  consideration  to  the  Chairman's 
proposal,  as  well  as  others  that  may  be  forthcoming,  in  order  to  fashion  the  most 
comprehensive  and  cost  effective  solution  possible  to  the  financial  difficulties  of  the 
thrift  industry. 

We  also  urge  Congress  not  to  include  a  mandatory  requirement  in  any  such  legislation  that 
is  enacted,  for  institutions  that  receive  assistance,  to  invest  in  residential  mortgages  with 
below  market  rates,  or  to  target  such  assistance  to  any  particular  group  of  homebuyers. 

A  requirement  to  originate  below-market-rate  loans  would  place  all  lenders  not  receiving 
such  assistance  at  a  decided  competitive  disadvantage.  Essentially,  two  classes  of  lenders 
would  be  created  by  this  proposed  provision—non-federally  assisted  lenders  offering 
market  rate  loans,  who  would  have  little  or  no  business  if  high  interest  rates  persist,  and 
lenders  receiving  direct  financial  assistance  from  the  Federal  government  who  would  be 
enjoying  a  booming  business  because  of  their  below-market-rate  loans.  While  MBA 
supports  temporary  assistance  to  ailing  thrift  institutions,  we  do  not  support  bestowing 
competitive  advantages  upon  those  institutions  at  the  expense  of  financially  viable 
lenders. 
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RECESSION  AND  BUDGET  PROPOSALS  FOR  MULTlFABflLY 
ASSBTED  HOUSING  PROGRAMS 

Finally,  we  would  like  to  bring  to  the  Subcommittee's  attention  two  Administration 
proposals  that  could  sharply  curtail  the  already  low  level  of  subsidized  multifamily  rental 
housing  production. 

The  multifamily  housing  industry  has  been  operating  under  the  impression  that  the 
Administration  was  committed  to  funding  the  current  'pipeline'  of  multifamily  housing 
projects.  HUD  Secretary  Samuel  Pierce,  along  with  many  Congressional  leaders,  have, 
throughout  the  past  year,  announced  such  a  commitment  and  promised  efforts  that  would 
enable  those  pipeline  projects  to  proceed.  Based  on  those  promises,  developers,  in  good 
faith,  have  invested  millions  of  dollars  to  keep  their  projects  alive  during  the  last  year 
awaiting  an  improved  market.  They  currently  face  huge  losses  because  they  relied  on 
such  commitments  to  the  pipelipeline. 

Now  the  Administration  has  concluded  that  the  Secton  8  leased  Housing  Assistance 
Program  is  too  costly  and  should  be  discontinued  after  FY  1982.  The  FY  1983  budget 
proposal  calls  for  rescission  of  FY  1982  Section  8  budget  authority  that  represents  the  loss 
of  over  75,000  Section  8  units  for  which  funds  have  been  committed. 

In  addition,  certain  departmental  regulatory  actions  will  curtail  activity  even  for  those 
pipeline  projects  that  otherwise  would  be  funded.  An  example  of  the  regulatory  actions 
being  taken  by  HUD,  which  have  the  effect  of  impoundment,  is  the  imposition  of  a  7.75 
percent  per  annum  cap  on  Section  8  contract  authority  increases.  Many  projects  have 
been  in  the  pipeline  for  several  years,  over  which  time  double-digit  inflation  has  meant 
that  the  rent  expenses  originally  calculated  for  the  projects  would  result  in  a  lesser 
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amount  than  is  needed  to  run  the  project  without  an  operating  deficit.  Congress  should  be 
aware  that  the  greater  increase  is  not  needed  because  of  cost  overruns  in  building  the 
projects,  these  projects  have  not  yet  begun  construction.  The  increase  is  needed  to  get 
the  projects  started  at  a  feasible  leveL  To  reiterate  the  point,  this  7.75  percent 
limitation  is,  in  effect,  an  impoundment  of  Section  8  funds  because,  with  its  imposition, 
projects  are  infeasible,  and  therefore,  cannot  go  forward.  If  they  did  go  forward,  the 
operating  shortfall  would  continue  throughout  the  life  of  the  project. 

We  urge  Congress  to  reject  the  Administration's  proposed  rescission  of  FY  1982  Section  8 
funds  and  to  direct  HUD  to  establish  a  more  realistic  cap  on  Secton  8  contract  authority 
increases,  so  as  to  permit  the  construction  of  those  projects  that  that  have  been 
languishing  in  the  pipeline.  The  object  of  the  Section  8  program  is  to  house  low  income 
people.  The  Administration's  actions  in  these  instances  are  directly  contrary  to  this 
purpose. 

Thank  you  for  the  opportunity  to  testify.  I  will  be  happy  to  answer  any  questions  you  may 
have. 
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APPENDIX  1 


STATES  WHERE  THE  EXERCBE  OF  DUE-ON-SALE 
CLAUSES  IS  PROHIBrrED  OR  RESTRICTED 

Arizona 

California 

Colorado 

Florida 

Georgia 

Illinois 

Iowa 

Michigan 

Mississippi 

New  Mexico 

Ohio 

South  Carolina 

Utah 

Washington 

Source:   Mortgage  Bankers  Association  of  America,  March  1982 
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APPENDIX  2 


STATES  THAT  RESTRICT  ADJUSTABLE  RATE  MORTGAGES  (ARHIb) 


Alaska 

Arkansas 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Indiana 

Iowa 

Kansas 

Maine 

Michigan 

Missouri 

Montana 

Nevada 

New  Jersey 

New  York 

North  Dakota 

Ohio 

Oregon 

Pennsylvania 

South  Carolina 

Tennessee 

Vermont 

West  Virginia 

Wyoming 

Source:  Mortgage  Bankers  Association  of  America,  March  1982 


Digitized  by  VjOOQIC 


130 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Gourley.  And 
you  are  bound  to  have  some  publication  that  has  your  biographical 
data.  1  thought  the  Mortgage  Bankers  Journal,  did  they  not  have 
an  article  about  6  months  ago? 

Mr.  Gourley.  Well,  1  was  not  the  author.  1  need  one  to  get  pride 
of  authorship. 

Chairman  Gonzalez.  Anyway,  thank  you  very  much. 

Mr.  Gourley.  Thank  you,  sir. 

Chairman  Gonzalez.  We  will  proceed  with  Mr.  Laguarta.  And 
thank  you  again  for  being  with  us.  1  know  you  were  last  year,  and 
we  deeply  appreciated  it  then  and  we  appreciate  it  now. 

1  hope  you  have  not  lost  any  more  members  than  you  reported 
last  year. 

Mr.  Laguarta.  Unfortunately,  we  have. 

STATEMENT  OF  JULIO  S.  LAGUARTA,  PRESIDENT,  NATIONAL  AS- 
SOCIATION OF  REALTORS,  ACCOMPANIED  BY  AL  ABRAHAMS, 
SENIOR  VICE  PRESIDENT  FOR  GOVERNMENTAL  AFFAIRS 

Mr.  Laguarta.  Thank  you,  Mr.  Chairman.  1  too  appreciate  the 
opportunity  of  testifying  before  your  subcommittee  once  again. 
This  is  my  third  opportunity  to  do  so  and  we  always  appreciate 
that  opportunity. 

Unfortunately,  the  only  article  or  publication  that  1  have  that 
features  me  1  would  prefer  not  to  be  presented  in  the  record,  in 
that  it  appears  prominently  in  many  post  offices  in  the  Southwest 
part  of  the  United  States.  [Laughter.] 

And  it  has  my  picture  and  a  little  **  wan  ted,  dead  or  alive"  on  it. 
So  1  would  appreciate  you  not  making  that  a  part  of  the  record. 

My  name  is  Julio  Laguarta  and  1  am  a  realtor  from  Houston, 
Tex.,  and  president  of  the  National  Association  of  Realtors.  We 
used  to  say  our  760,000  members;  at  the  end  of  last  year  we  said 
our  approximately  700,000,  and  we  are  now  at  675,000  and  count- 
ing. And  at  this  point  we  are  anticipating  a  further  drop  in  mem- 
bership during  the  balance  of  1982. 

We  do  appreciate  the  opportunity  to  present  our  views  on  the 
Housing  and  Community  Development  Amendments  of  1981,  your 
H.R.  5731,  and  the  Home  Mortgage  Capital  Stability  Act,  H.R. 
5568,  and  a  number  of  other  issues  before  the  subcommittee. 

We  too  have  a  prepared  statement  that  we  have  presented  to  the 
subcommittee,  that  we  would  like  to  have  made  a  part  of  the 
record,  and  we  would  like  to  address  certain  portions  of  our  testi- 
mony if  we  could. 

Chairman  Gonzalez.  Without  objection,  so  ordered. 

Mr.  Laguarta.  Accompanying  me  from  our  staff  is  our  senior 
vice  president  for  governmental  affairs,  Mr.  Al  Abrahams. 

For  40  months  now,  housing  activity  has  steadily  declined,  and 
this  decline  has  accelerated  during  the  past  12  months  to  the  point 
where  we  are  immersed  in  the  worst  housing  depression  since  the 
1930's.  The  Federal  Government  is  the  primary  cause,  and  that  is 
because  of: 

No.  1,  record  deficits  as  measured  by  current  dollars,  the  percent- 
age of  gross  national  product  or  percent  of  personal  savings,  which 
is  much  higher  than  any  other  country; 
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No.  2,  record  borrowing  by  the  Federal  Government  for  these 
deficits; 

No.  3,  record  seasonal  borrowing  from  annual  rates  of  $60  billion 
surplus  in  the  second  calendar  quarter  to  $200  billion  deficit  in  the 
fourth  and  first  quarters,  which  guarantees  wide  and  harmful  sea- 
sonal fluctuations  in  interest  rates; 

No.  4,  record  removal  of  personal  and  other  savings  from  use  by 
housing  and  industry. 

These  events  have  resulted  in  record  real  interest  rates,  double 
and  triple  normal  levels  and  much  higher  during  this  Congress  and 
administration  than  in  any  others.  These  events  have  caused  the 
loss  in  the  value  of  every  American's  home  of  up  to  25  percent  and 
caused  the  loss  in  the  value  of  the  average  American's  savings  and 
investment  in  housing  by  50  percent. 

These  events  will  completely  offset  the  stimulating  effects  of  last 
year's  tax  incentives  to  invest,  even  though  that  incentive  was 
small  compared  to  last  year's  tax  incentive  to  consumers  and  small 
companies  compared  to  the  proportion  of  past  tax  relief  measures. 

These  events  will  limit  recovery  to  about  one-half  the  normal 
rate.  These  events  thus  will  provide  only  modest  improvements  in 
our  Nation's  standard  of  living  and  a  limited  increase  in  jobs 
during  the  next  3  years. 

These  events  will  continue  to  cripple  the  interest-sensitive  sec- 
tors in  the  U.S.  economy,  such  as  small  business  generally,  auto- 
mobiles, farming,  exports,  and  housing,  and  the  mature  regions  of 
our  country,  such  as  the  Northeastern  and  North  Central  States. 

These  events  will  lead  to  greater  economic  concentration  and 
conglomerate  tying  arrangements,  which  will  likely  cause  higher 
housing  costs  and  less  homeowner  choices  in  financing  and  prod- 
ucts and  other  services  in  the  future. 

As  these  factors  indicate,  housing  is  in  serious  trouble.  We  have 
been  distressed  to  see  housing  at  such  a  low  point  on  the  adminis- 
tration's agenda.  We  hope  to  see  the  administration  be  more  sup- 
portive of  housing  in  the  future. 

Single-family  production  proposals  before  the  Congress  probably 
will  be  considered  this  year.  While  these  would  provide  needed  em- 
ployment in  the  construction  trades  and  statistically  improve  sag- 
ging new  starts,  all  are  targeted  to  lower  income  groups  that  face 
particular  difficulty  in  achieving  homeownership.  All  would  re- 
quire Federal  spending,  with  consequent  deficit  increases.  The  sub- 
committee should  consider  that  prospective  home  buyers  presently 
excluded  from  homeownership  have  strikingly  high  incomes  in 
terms  of  area  median  income  profiles. 

Our  concerns  with  all  of  these  programs,  including  the  proposal 
offered  by  the  chairman  of  the  Senate  Housing  Subcommittee,  lie 
in  the  following  areas: 

Congress  will  not  finish  its  consideration  of  housing  and  thrift 
proposals  until  late  1982. 

Relief  will  not  come  until  1983  or  1984,  if  they  are  solely  and  ex- 
clusively new  construction  programs.  Their  product  will,  as  is 
always  the  case  with  production  programs,  arrive  too  late  to  effec- 
tively meet  current  demand. 

Reflations  to  implement  any  new  stimulus  programs  will  add 
further  delays. 
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Such  a  vast  percentage  of  prospective  home  buyers  are  now  pre- 
cluded from  homeownership  that  any  allocation  system  will  be  in- 
equitable. 

Meanwhile,  what  is  needed  is  immediate  short-term  aid  that 
avoids  the  Federal  budget  consequences  that  accompany  spending 
side  solutions.  It  is  urgent  that  we  get  the  existing  housing  market 
moving  by  the  quickest  means  available,  and  this  in  turn  will  pro- 
vide the  means  to  absorb  the  new  construction  product  of  any  long- 
term  program  that  Congress  may  provide  this  year. 

Our  concern  is  housing,  housing  of  all  types.  We  hope  that  this  is 
your  concern,  too.  We  recognize  that  Congress  is  composed  of  com- 
mittees that  deal  with  segments  of  problems.  We  urge  you  to  put 
aside  these  jurisdictional  limitations  and  address  the  housing  prob- 
lem from  the  standpoint  of  developing  a  program  that  can  be  im- 
plemented quickly. 

One  key  to  achieving  a  successful  stimulus  of  the  housing  indus- 
try is  to  build  on  a  program  that  is  on  the  shelf  and  not  start  from 
scratch.  Currently  the  Congress  is  in  conference  on  legislation, 
H.R.  4717,  the  Miscellaneous  Revenue  Act  of  1981,  which  contains 
changes  in  the  mortgage  revenue  bond  program.  This  conference 
could  provide  a  basis  for  housing  recovery  before  the  end  of  1982. 

When  the  mortgage  revenue  program  was  authorized.  Treasury 
cost  estimates  were  placed  at  between  $15  and  $20  billion.  To  date 
only  $6.5  billion  has  been  consumed,  leaving  $9  to  $14  billion  avail- 
able. No  additional  funds  will  be  required  for  full  implementation. 

Only  minor  administrative  and  regulatory  changes  are  neces- 
sary. These  changes  will  increase  the  number  of  bonds  that  can  be 
issued  and  make  mortgages  provided  by  the  bonds  more  readily 
available;  500,000  families  could  achieve  homeownership  under  this 
program  within  1  year  of  the  date  these  changes  are  adopted. 

The  National  Association  of  Realtors  also  recommends  first-time 
home  buyers  be  allowed  a  credit  against  Federal  income  taxes  of 
up  to  $5,400  on  the  purchase  of  a  home  between  March  1  and  De- 
cember 31,  1982.  The  result  would  be  that  more  than  250,000  first- 
time  home  buyers  who  would  not  otherwise  have  been  able  to 
afford  a  home  could  purchase  a  home  in  1982. 

Mortgage  lenders  would  be  able  to  take  a  credit  against  Federal 
income  taxes  of  up  to  $5,400  if  they  make  home  mortgage  loans 
during  the  period  March  to  December  1982.  In  order  to  qualify  for 
the  credit,  lenders  would  be  required  to  use  the  amount  of  the 
credit  to  decrease  the  effective  rate  of  interest  on  the  mortgage  by 
3  percentage  points  for  a  3-year  period. 

Much,  if  not  all,  of  the  costs  of  such  a  tax  program  could  be  re- 
couped through  a  curtailment  of  the  existing  all-savers  program  as 
of  March  31,  1982,  instead  of  its  current  ending  date  of  December 
31,  1982.  Revenue-loss  estimates  for  the  all-savers  program  at  the 
time  of  enactment  were  $3.3  billion.  As  of  this  date  only  some  $700 
million  of  that  amount  has  been  consumed  by  the  issuance  of  all- 
savers  certificates,  leaving  $2.6  billion  unused  by  the  program.  Cur- 
rent estimates  are  that  that  program  will  not  be  significantly  ex- 
panded between  now  and  March  31. 

Although  these  recommendations  are  not  specifically  within  the 
purview  of  this  subcommittee,  it  is  important  that  we  take  note  of 
these  at  this  time  for  several  reasons.  First,  as  evidence  that  we 
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are  concerned  with  the  current  state  of  the  housing  industry  and 
believe  that  something  can  be  done  to  alleviate  the  distress,  with- 
out pursuing  a  spendmg  side  solution  that  merely  exacerbates  the 
present  budget  deficit  situation. 

Second,  we  feel  that  the  revenue  loss  question  has  already  been 
addressed  in  last  year's  tax  bill  and  that  our  recommendations  are 
merely  a  reallocation  of  those  dollars  for  a  broader  purpose. 

And  third,  this  housing  aid  is  clearly  short  term  and  provides  op- 
portunity for  early  evaluation  of  its  impact. 

Several  proposals  have  been  presented,  including  H.R.  5568, 
authored  bv  Chairman  St  (Jermain  and  cosponsored  by  several 
members  oi  this  subcommittee,  that  are  designed  to  provide  short- 
term  assistance  for  thrift  institutions.  We  must  point  out  that  any 
effort  to  help  thrifts  must  not  perpetuate  institutions  that  are  truly 
unable  to  survive  in  the  long  run.  Chairman  St  Germain  has  recog- 
nized this  in  H.R.  5568  by  requiring  that  any  institution  receiving 
assistance  must  have  demonstrated  to  the  Federal  Savings  and 
Loan  Insurance  Corp.  or  the  Federal  Deposit  Insurance  Corp.  that 
they  have  reasonable  prospects  for  long-term  viability. 

When  we  look  at  the  housing  tie-in  in  H.R.  5568,  we  are  con- 
cerned that  this  expensive,  $7.5  billion  program  could  result  in  a 
low  supply  of  mortgage  funds.  I  must  express  the  NAR's  serious 
skepticism  about  this  proposal.  We  urge  the  subcommittee  in  its 
consideration  of  H.R.  5568  to  more  clearly  define  those  elements  of 
the  proposal  which  affect  housing  in  such  a  way  that  homeowners 
dependent  upon  adequate  mortgage  credit  will  not  be  left  out  in 
the  cold. 

If  the  thrifts  to  be  assisted  under  H.R.  5568  are  as  sick  as  they 
must  be  to  receive  help,  we  question  how  they  can  be  expected  to 
experience  a  significant  inflow  of  new  deposits.  How  can  the  aggre- 
gate net  new  deposits  be  expected  to  produce  any  new  mortgage 
money,  as  provided  for  in  this  bill? 

On  secondary  markets,  we  join  with  our  colleagues  from  the 
MBA  and  NAHB  in  supporting  the  GNMA  mortgage-backed  secu- 
rity program.  When  the  Reagan  administration  resolved  to  cut 
Government  spending,  our  association  applauded  the  initiative,  be- 
lieving that  large  Federal  deficits  contribute  significantly  to  high 
and  volatile  interest  rates  and  economic  instability.     ' 

The  National  Association  of  Realtors  opposes  cuts  by  the  admin- 
istration in  the  GNMA  mortgage-backed  securities  program  at  this 
time.  We  believe  that  such  action  would  seriously  jeopardize  the 
future  acceptance  of  conventional  passthrough  security  instru- 
ments. 

We  support  section  507  of  H.R.  5731,  which  sets  the  GNMA  com- 
mitment level  at  $68.25  billion  for  its  mortgage-backed  securities 
program.  We  believe  that  this  support  will  provide  needed  time  for 
the  private  sector  to  produce  an  instrument  that  will  have  the 
same  public  acceptability  in  the  capital  markets  as  the  GNMA  se- 
curity instrument  does  now. 

An  adequate  supply  of  affordable  mortgage  credit  in  the  future  is 
dependent  upon  an  effective  secondary  market  that  facilitates  in- 
vestment from  both  traditional  sources  of  mortgage  finance,  such 
as  thrift  institutions,  banks  and  life  insurance  companies,  and  non- 
traditional  sources  such  as  retirement  and  pension  funds,  diversi- 
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fied  corporations,  investment  trusts,  and  credit  unions.  The  Federal 
Government  can  best  contribute  to  this  development  process  by 
maintaining  its  commitment  to  the  GNMA  mortgage-backed  securi- 
ties program  during  this  transitional  period. 

The  National  Association  of  Realtors  supports  the  unsubsidized 
FHA  mortgage  insurance  program.  The  nonsubsidized  FHA  pro- 
grams have  operated  since  their  inception  as  actuarially  sound, 
user-fee-supported  programs  that  have  helped  to  deliver  affordable 
mortgage  finance  to  home  buyers.  Rather  than  providing  a  subsidy 
to  these  home  buyers,  FHA  assists  individuals  to  compete  in  the 
credit  markets  with  large  corporate  borrowers. 

The  administration  has  proposed  limiting  the  use  of  FHA-insured 
mortgages  to  first-time  homeowners,  or  to  those  areas  which  are 
not  served  by  private  mortgage  insurers.  The  FHA,  which  facili- 
tates a  working  partnership  between  Government  and  private  en- 
terprise, has  successfully  delivered  housing  and  mortgage  financing 
to  American  families  for  nearly  50  years.  It  should  not  be  altered 
during  this  period  of  depression  in  the  housing  industry. 

Since  HUD's  legislative  proposals  have  not  yet  been  formally 
presented  to  the  Congress,  it  is  difficult  for  us  to  comment  on  their 
plans  for  FHA  in  fiscal  year  1983.  As  soon  as  we  see  this  legislative 
language,  we  will  analyze  it  and  convey  our  thoughts  to  the  com- 
mittee. 

Mr.  Chairman,  that  concludes  our  testimony  and  we  would  be 
pleased  to  answer  any  questions  that  your  panel  may  have. 

[Mr.  Laguarta's  prepared  statement,  on  behalf  of  the  National 
Association  of  Realtors,  follows:] 
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STATEMENT 

on  behalf  of  Che 

NATIONAL  ASSOCIATION  OF  REALTORS® 

regarding 

HOUSING  AND  COMMUNITY  AMENDMENTS  OF  1982 

for  Che 

SUBCOMMITTEB  ON  HOUSING 

AND  COMMUNITY  DEVELOP*IENT 

of  Che 

HOUSE  COMMITTEE  ON  BANKING, 

FINANCE  AND  URBAN  AFFAIRS 

by 

JULIO  S.  LAGUARTA 
March  16,  1982 

I  am  Julio  LaguarCa,  a  REALTOR  from  Houscon,  Texas,  and  PreaidenC  of  Che 
NATIONAL  ASSOCIATION  OF  REALTORS®.  On  behalf  of  Che  700,000  members  of  Che 
NATIONAL  ASSOCIATION  OF  REALTORS®,  I  appreclaCe  Che  opporCunlCy  Co  presenC  our 
views  on  Che  "Housing  and  Conmunicy  DevelopmenC  AmendmenCs  of  1981"  (H.R.  5731), 
Che  "Home  MorCgage  CaplCal  SCabillCy  AcC"  (H.R.  5568)  and  a  number  of  oCher  issues 
before  Che  Subconniccee. 
STATE  OF  THE  HOUSING  INDUSTRY 

When  Che  NATIONAL  ASSOCIATION  OF  REALTORS®  appeared  before  chis  SubcommiCCee   • 
lasc -year  we  endorsed  a  reducCion  in  Che  growch  of  federal  spending,  Che  Implemen- 
tacion  of  regulaCory  reform  and  Che  adopCion  of  more  consCanC  moneCary  policies 
with  slow  buc  sceady  growch  in  Che  suoply  of  money.  We  also  indicaced  our  concinued 
supporc  "...for  a  mulcl-year  efforc  Co  achieve  a  more  scable  and  fascer  growing 
economy  where  all  Americans  will  have  Che  opporCuniCy  Co  prosper." 

Ac  Che  Cime  we  made  Chese  sCaCemenCs  we  observed  ChaC  Che  efforc  Co  regain 
control  of  our  economy  would  Cake  Cime  and  demand  sacrifices  from  Che  housing  industry 
and  ocher  secCors  of  Che  economy.  Our  meiiri>ership  has  suffered  Che  effeccs  of  Che 
currenc  housing  depression  ac  lease  Co  Che  same  extent  as  have  other  segments  of  the 
shelter  industry  and  we  are  not  without  concern  as  to  its  duration.  By  the  end  of 
January  1982,  sales  of  existing  single-family  homes  on  a  nationwide  basis  had  fallen 

to  a  seasonally  adjusted  annual  rate  of  1.8  million  units  —  less  than  half  of  their 
previous  peak  level  achieved  in  November  of  1978.  So  far  during  this  recession, 
3.2  million  resales  with  a  market  value  of  $229  billion  have  been  lost. 
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For  forty  months  now,  housing  activity  has  steadily  declined,  and  this  decline 
has  accelerated  during  the  last  12  months,  to  the  point  where  we  are  immersed  in  the 
worst  housing  depression  since  the  1930*8.  The  Federal  government  is  the  primary 
cause  and  that  is  because  of: 

•  Record  deficits  as  measured  by  current  dollars,  percent  of  the  Gross  National 
Product,  or  percent  of  personal  or  total  savings  —  %ihich  is  much  higher  than  any 
other  industrial  country. 

•  Record  borrowing  by  the  Federal  government  for  those  deficits. 

•  Record  seasonal  borrowing  from  annual  rates  of  $60  billion  surplus  in  the 
second  calendar  quarter  to  $200  billion  deficit  in  the  fourth  and  first  quarters 
%ihich  guarantees  wide  and  harmful  seasonal  fluctuations  in  interest  rates. 

•  Record  removal  of  personal  and  other  savings  from  use  by  housing  and  industry. 
These  events: 

•  Have  resulted  in  record  real  interest  rates,  double  and  triple  normal  levels 
and  much  higher  during  this  Congress  and  Administration  than  any  other. 

•  Have  caused  the  loss  in  the  value  of  every  American's  home  up  to  25  percent 
and  caused  the  loss  in  the  value  of  the  average  American's  savings  and  investment 
in  housing  by  50  percent. 

•  Will  completely  offset  the  stimulating  effects  of  last  year's  tax  incentives 
to  invest  even  though  that  Incentive  was  small  comnared  to  last  year's  tax  incentive 

to  consumers  and  small  companies  compared  to  the  proportion  of  past  tax  relief  measures. 

•  Will  limit  recovery  to  about  one-half  the  normal  rate. 

•  Thus,  will  provide  only  modest  Improvement  in  our  nation's  standard  of  living 
and  a  limited  increase  in  jobs  during  the  next  three  years. 

•  Will  continue  to  cripple  the  interest-sensitive  sectors  of  the  United  States 
economy,  such  as  small  business  generally,  automobiles,  farming,  exports  and  housing 

and  the  mature  regions  of  the  country,  such  as  the  Northeastern  and  North  Central  States. 
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•  Will  lead  to  greater  ecoaonlc  concentration  and  congloaerate  tying  arrangenents 
which  will  likely  cauae  hi^er  houaing  coat  a  and  leaa  hoaeowner  choices  in  financing 
and  products  and  other  servicea  in  the  future. 

Aa  these  factors  indicate »  houaing  is  in  serious  tro\ible  and  in  need  of  federal 
attention.  We  have  been  distressed  to  see  housing  at  such  a  low  point  on  the 
Administration's  agenda.  We  hope  to  see  the  Adainistration  be  nore  supportive  of 
housing  in  the  future. 

The  Administration's  current  evaluation  of  its  housing  posture,  through  the 
President's  Conmission  on  Houaing  and  the  recently  established  Cabinet-level  Housing 
Taak  Force  chaired  by  Houaing  and  Urban  Development  (HUD)  Secretary  Samuel  R.  Pierce, 
may  indicate  a  growing  perception  within  the  Executive  Branch  of  the  current  houaing 
crisis.  While  we  have  disagreed  with  the  thruat  of  the  Conmission ' s  recommendations 
for  the  restructuring  of  the  thrift  industry,  we  have  generally  agreed  with  many  of 
its  proposals  regarding  homeownership  and  multi-family  housing.  We  all  await  the 
Commission's  final  report,  due  April  30,  1982.  In  the  interim,  we  hope  the  Housing 
Task  Force  will  provide  a  clear  indication  that  the  Administration  will  provide 
positive  support  for  the  depressed  housing  industry. 

Single-family  production  proposala  before  the  Congress  probably  will  be  considered 
this  year.  While  these  Vould  provide  needed  employment  in  the  construction  trades 
and  statistically  improve  sagging  new  starts,  all  are  targetted  to  lower  Income  groups 
that  face  particular  difficulty  in  achieving  homeownership.  All  would  require 
federal  spending  with  consequent  deficit  increases.  The  Subcoianittee  should 
consider  that  prospective  homebuyers  presently  excluded  from  homeownership  have 
strikingly  high  incomes  in  terms  of  area  median  income  profiles. 

Our  concerns  with  all  of  these  programs,  including  the  proposal  offered  by 
the  Chairman  of  the  Senate  Housing  Subcoimnittee,  lie  in  the  following  areas: 

•  Congress  will  not  finish  its  consideration  of  housing  and  thrift  proposals 
until  late  fall  1982. 
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•  Relief  will  not  come  until  1983  or  1984,  if  they  are  solely  and  exclusively 
new  construction  programs.  Their  product  will,  as  is  always  the  case  with  production 
programs,  arrive  too  late  to  effectively  meet  current  demand. 

•  Regxilations  to  implement  any  new  stimulus  programs  will  add  to  further  delays, 
e  Such  a  vast  percentage  of  prospective  homebuyers  are  now  precluded  from 

homeownership  that  any  allocation  system  will  be  inequitable. 

Meanwhile,  what  is  needed  is  immediate,  short-term  aid  that  avoids  the  federal 
budget  consequences  that  accompany  spending  side  solutions.  It  is  urgent  that  we 
get  the  existing  housing  market  moving  by  the  quickest  means  available  and  this, 
in  turn,  will  provide  the  means  to  absorb  the  new  construction  product  of  any  longer- 
term  program  the  Congress  may  provide  this  year.   Our  concern  is  housing.  Housing 
of  all  types.  We  hooe  that  this  is  your  concern  too. 

We  must  continue  to  support  efforts  to  reduce  federal  spending  through  to  its 
logical  end  ~  a  stable  economy  and  a  healthy  housing  industry.  To  do  otherwise  is 
to  postpone  the  inevitable  day  of  economic  reckoning. 

Consistent  with  this  view,  the  NATIONAL  ASSOCIATION  OF  REALTORS®  recommends: 

•  Administrative  and  legislative  changes  to  the  Mortgage  Revenue  Bond 
program  to  increase  the  number  of  bonds  that  can  be  Issued  and  make  mortgages 
provided  by  the  bonds  more  widely  available.   500^000  famlllgs  ^ould  Achieve  hone- 
ffwnership  under  this  prosrani  within  one  year  of  the  date  theac  chang^a  are  adopted. 

•  First-time  homebuyers  be  allowed  a  credit  against  Federal  Income  taxes 
of  up  to  $5,400  on  the  purchase  of  a  home  between  March  1  and  December  31,  1982. 

^;e  reauLt  wouLd  be  _that  more  ^hgi_25QtPqO  FirHC^^tlmg  homebuTBra,  who  would  not  Qthar^ 
wise  have  been  able  to  afford  a   hont,  could  purcbaae^  a  hant  in  1^32  ^ 

•  Mortgage  lenders  be  able  to  take  a  credit  against  Federal  income  taxes  of 

up  to  $5,400  if  they  make  home  mortgage  loans  during  the  period  March-December,  1982. 
In  order  to  qualify  for  the  credit,  lenders  would  be  required  to  use  the  amount  of 
the  credit  to  decrease  the  effective  rate  of  interest  on  the  mortgage  by  three  percentage 
points  for  a  three-year  period. 
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Much,  If  not  all,  of  the  cost  of  such  a  tax  credit  prograa  could  be  recouped 
through  a  curtallnent  of  the  existing  All  Savers  program  as  of  March  31,  1982,  Instead 
of  Its  current  ending  date  of  December  31,  1982. 

Revenue  loss  estimates  for  the  All  Savers  program,  at  the  time  of  enactment, 
were  $3.3  billion.  As  of  this  date,  some  $700  million  of  that  amount  has  been 
''consumed'*  by  the  Issuance  of  All  Savers  Certificates,  leaving  $2.6  billion  unused 
by  the  program.  Current  estimates  are  that  the  program  will  not  be  significantly 
expanded  bettreen  nov  and  March  31. 

Although  these  recommendations  are  not  specifically  within  the  purview  of 
this  Subcorndttee,  It  Is  Important  that  we  take  note  of  them  at  this  time  for  several 
reasons.  First,  as  evidence  that  we  are  concerned  with  the  current  state  of  the 
housing  Industry  and  believe  that  something  can  be  done  to  alleviate  the  distress 
without  pursuing  s  spendlng-slde  solution  that  merely  exacerbates  the  present  budget 
deficit  situation. 

Second,  we  feel  the  revenue  loss  question  has  already  been  addressed  In  last 
year's  tax  bill  and  that  our  recoonendatlons  are  merely  a  reallocation  of  those 
dollars  for  a  broader  purpose.  And,  third,  this  housing  aid  Is  clearly  short-term 
and  orovldes  opportunity  for  early  evaluation  of  Its  Impact. 
SHORT-TERM  ASSISTANCE  FOR  THRIFT  INSTITDTIONS 

During  the  last  several  years,  the  environment  In  which  thrift  Institutions 
have  existed  has  changed  dramatically.  These  changes,  coupled  with  high  Interest 
rates,  are  severely  challenging  the  survivability  of  many  of  the  nation's  thrift 
Institutions.  It  Is  appropriate  and  timely  that  this  Committee  should  now  examine 
the  question  of  the  need  for  and  scope  of  potential  federal  assistance  for  falling 
thrift  Institutions. 

L;nf[>rtLitLatelT,  the  two  bodies  of  this  Congress  are  approaching  the  problems  of 
financial  Institutions  differently.  The  House  Banking  Coimnlttee,  under  the  leader- 
ship of  Rep.  St  Germain,  will  address  the  short-term  problems  while  leaving  the 
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long-term  future  and  nature  of  financial  institutions  for  later  in-depth  analysis. 
The  NATIONAL  ASSOCIATION  OF  REALTORS*  supports  this  approach.  We  have  endorsed 
H.R.  4603,  The  Emergency  Regulators  Bill,  and  we  believe  that  efforts  to  defuse  the 
short-term  potential  crisis  will  create  a  better  atmosphere  in  which  long-range 
issues  can  be  addressed. 

It  appears  the  Senate,  backed  by  the  Administration,  is  holding  H.R.  4603  and 
other  short-term  measures  until  long-term  restructuring  legislation  can  be  passed. 
This  approach  dangerously  employs  the  current  problems  facing  financial  institutions 
as  a  means  of  bringing  about  fundamental,  long-term  changes  In  our  financial  system. 
We  are  confident  that  this  Subcommittee  shares  our  concerns  that  short-term  solutions 
not  be  held  hostage  to  other  legislation. 

Several  proposals  have  been  presented  including  H.R.  5568,  authored  by  the 
Qiairman  St  Germain  and  co-sponsored  by  several  members  of  this  Subcommittee,  that 
are  designed  to  provide  short-term  assistance  for  thrift  institutions.  We  must 
point  out  that  any  effort  to  help  thrifts  must  not  perpetuate  institutions  that  are 
truly  tmable  to  survive  in  the  long-run.  Chairman  St  Germain  has  recognized  this 
in  H.R.  5568  by  requiring  that  any  institution  receiving  assistance  must  have 
demonstrated  to  the  Federal  Savings  and  Loan  Insurance  Corporation  (FSLIC)  or  the 
Federal  Deposit  Insurance  Corporation  (FDIC)  that  they  have  "reasonable  prosoects 
for  long-term  viability." 

As  the  FDIC  and  the  FSLIC  examine  the  viability  of  Institutions,  it  must  be 
remembered  that  these  agencies  are  designed  to  protect  depositors,  not  Institutions. 
Any  effort  to  change  this  basic  relationship  would  be  ill-advised. 

The  2  percent  net  worth  qualification  for  assistance  provided  in  H.R.  5568 
raises  Important  questions.   Could  a  fairly  healthy  institution  sell  off  its  low- 
yielding  mortgages,  thus  Incurring  loss  In  net  worth.  In  order  to  qualify  for 
federal  assistance?  Similarly,  could  an  institution  that  has  already  received 
assistance  under  this  program  avoid  the  repayment  provision  (which  Is  triggered  upon 
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a  return  to  3  percent  net  worth)  by  selling  additional  belov^-narket  nortgages  to 
keep  Its  net  worth  below  3  percent?  What  provisions  should  there  be  to  avoid  these 
or  sladlar  potential  misuses  of  sny  capital  infusion  program? 

Finally,  when  we  look  at  the  housing  tie-in  in  H.R.  5568  we  are  concerned  that 
this  expensive,  $7.5  billion  program  could  result  in  a  low  supply  of  mortgage  funds. 
I  must  express  the  Association's  serious  skepticism  about  this  aspect  of  the  proposal. 
We  urge  this  Subcommittee  in  its  consideration  of  H.R.  5568  to  more  clearly  define 
those  elements  of  the  proposal  which  affect  housing  in  such  a  way  that  homeowners, 
dependent  on  adequate  mortgage  credit,  will  not  be  left  out  in  the  cold. 

H.R.  5568  outlines  a  program  to  target  not  less  than  50  percent  of  "net  new 
deposits'*  for  investment  In  residential  mortgages.  This  part  of  the  proposed  legis- 
lation is  supposed  to  provide  a  housing  tie  but  in  light  of  the  thrifts  recent  problem 
with  dt4 In c#niie citation,  I  have  to  question  the  strength  of  a  housing  tie  based  on 
"net  new  deposits." 

Consider  the  net  Inflow  of  new  money  to  savings  and  loans  during  1980  and  1981, 
as  compared  with  withdrawal  of  deposits  during  that  same  period.  There  was  a  small 
net  inflow  of  new  money  ($10.7  billion)  to  savings  and  loans  during  1980,  with  a 
sharp  reversal  in  the  first  half  of  1981.  Withdrawals  exceeded  deposits  by  $11.1 
billion  during  the  latter  period.  Mutual  savings  banks  had  deposit  outflows  of 
$6.2  billion  (8.2  percent  of  deposits  at  an  annual  rate)  in  the  first  six  months  of  1981. 

If  the  thrifts  to  be  assisted  under  H.R.  5568  are  as  sick  as  they  must  be  to 
receive  help,  we  question  how  they  can  be  expected  to  experience  a  significant  inflow 
of  new  deposits?  How  can  the  aggregate  "net  new  deposits"  be  expected  to  produce 
any  new  mortgage  money  as  provided  for  in  this  bill? 

There  are  other  proposals  to  provide  short-term  assistance  to  thrifts  by  various 
trade  groups.  We  have  only  seen  outlines  of  these  proposals  which  vary  in  expense  and 
scope,  so  it  is  difficult  to  assess  them. 

I  would  like  to  coonent  briefly  on  the  capital  Infusion  element  of  the  proposal 
of  the  U.  S.  League  and  the  National  Association  of  Mutual  Savings  Banks. 


Digitized  by  VjOOQIC 


142 


The  mechanism  for  this  assistance.  Income  Capital  Certificates  (ICCs),  Is 
presently  used  by  the  FSLIC  to  facilitate  mergers  and  we  are  certainly  intrigued 
by  the  prospect  of  using  ICCs  to  forestall  the  need  for  more  mergers.  The  concept 
has  potential  because  no  direct  expenditures  are  necessary,  but  it  does  increase 
the  contingent  liabilities  of  the  federal  government.  If  such  a  program  were  to  be 
enacted,  it  might  be  wise  to  place  a  limit  on  the  total  volume  of  ICCs  that  could 
be  Issued. 
SECONDARY  MARKETS 
QIMA  Mortgage-Backed  Securities 

When  the  Reagan  Administration  resolved  to  cut  government  spending,  our  Association 
applauded  the  initiative,  believing  that  large  federal  deficits  contribute  significantly 
to  high  and  volatile  interest  rates  and  economic  instability. 

Nonetheless,  the  NATIONAL  ASSOCIATION  OF  REALTORS®  opposes  cuts  by  the  Administration 
in  the  6NMA  mortgage-backed  securities  program  at  this  time.  We  believe  that  such 
action  would  seriously  jeopardize  the  future  acceptance  of  conventional  pass-through 
security  instruments.  We  support  Section  507  of  H.R.  5731  which  sets  the  FNMA 
commitment  levl  at  $68.25  billion  for  its  mortgage-backed  securities  program.  We 
believe  that  this  support  will  provide  needed  time  for  the  private  sector  to  produce 
an  instrument  that  will  have  the  same  public  acceptability  in  the  capital  markets  as 
the  GNMA  security  instmment  does  now. 

According  to  a  March  4,  1982  news  release  from  HUD,  new  issues  of  privately 
insured  conventional  pass-through  securities  showed  increased  investor  acceptance 
because  of  improved  market  conditions  and  an  increase  in  tax-exempt  mortgage  bonds. 
At  the  end  of  1981,  the  outstanding  balance  of  privately  insured  conventional  loan 
pass-through  securities  was  $14.9  billion,  up  more  than  $6  billion  from  the  end  of 
1980.   These  statistics  are  a  positive  indication  of  the  capacity  of  the  private 
sector  to  eventually  assume  GNMA's  role.   But  it  will  take  more  time  to  guarantee 
that  investors  will  accept  a  transition  from  a  government  conmltment  on  a  mortgage- 
backed  security  instrument  to  a  private  sector  commitment  on  the  same  instniment. 
The  future  of  mortgage  credit  availability  will  depend  on  how  we  handle  this  transition. 
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An  adequate  supply  of  affordable  mortgage  credit  In  the  future  Is  dependent 
upon  an  effective  secondary  narket  that  facilitates  investnent  from  both  traditional 
sources  of  mortgage  finance  such  as  thrift  institutions,  banks,  and  life  insurance 
companies  and  non- traditional  sources,  such  as  retirement  and  pension  funds,  diver- 
sified corporations,  investment  trusts  and  credit  unions.  The  federal  government 
can  best  contribute  to  this  development  process  by  maintaining  its  commitment  to  the 
GSUk  mortgage-backed  securities  program  during  this  transitional  period. 
FHLMC  RecapltallKfltlon  Leglalfltioa 

Pending  before  this  Committee  is  H.R.  4787,  a  proposal  by  Federal  Home  Loan 
Mortgage  Corporation  to  rewrite  its  Charter  Act.  The  NATIONAL  ASSOCIATION  OF  REALTORS* 
supports  the  concept  of  the  FHLMC  legislation.  The  Congress  oust  recognize  the 
increasing  importance  of  the  secondary  mortgage  markets,  and,  as  the  economy  is 
changing  the  method^  of  operation  of  primary  lenders,  so  must  secondary  lenders  change. 

We  urge  this  Committee  to  begin  as  soon  as  possible  a  thorough  examination  of 
the  issues  that  are  raised  by  H.R.  4787.   It  is  important  that  the  secondary  markets 
be  as  broad  and  varied  as  possible  so  as  to  best  attract  sufficient  capital  for  housing 
and  to  best  serve  the  primary  markets. 
FtMA  and  FHUlC  rtortgage  Pj-TtlcipaCt^ng 

Section  512  of  H.R.  5731  restricts  the  ability  of  FNMA  and  FHLMC  to  purchase 
partial  amounts  (known  as  parciclpatiiDcia^  of  mortgages  that  exceed  their  statutory 
ceilings  for  mortgage  purchases.  We  will  suggest  that,  during  this  most  difficult 
time  for  both  housing  and  primary  residential  lenders,  the  Congress  not  act  to 
restrict  the  ongoing  activities  of  FNMA  and  FHLMC.  The  dynamics  of  housing  finance 
has  changed  greatly  since  the  creation  of  FHLMC  and  FNMA  and  we  feel  it  appropriate 
for  these  institutions  to  be  able  to  purchase  participations  up  to  their  statutory 
mortgage  ceilings. 
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FHA  203(b)  Amendments 

H.R.  5731  would  authorize  a  fiscal  year  *83  Federal  Housing  Administration  (FHA) 
unsubsldlzed  mortgage  insurance  activity  level  of  $40  billion.  While  that  figure  is 
less  than  last  year's  figure,  it  is  higher  than  the  $35  billion  proposed  by  the 
Administration . 

The  NATIONAL  ASSOCIATION  OF  REALTORS*  supports  the  unsubsldlzed  FHA  mortgage 
insurance  program.  The  non-subsidized  FHA  programs  have  operated  since  their  inception 
as  actuarially  sound,  user- fee  supported  programs  that  have  helped  to  deliver  affordable 
mortgage  finance  to  homebuyers.  Rather  than  providing  a  stibsidy  to  these  homebuyers, 
FHA  assists  individuals  to  compete  in  credit  markets  with  large  corporate  borrowers. 

The  Administration  has  proposed  limiting  the  use  of  FHA  insured  mortgages  to 
first-time  homeowners  or  those  areas  which  are  not  served  by  private  mortgage  insurers. 
The  FHA,  which  facilitates  a  working  partnership  between  government  and  private 
enterprise,  has  successfully  delivered  housing  and  mortgage  finance  to  American 
families  for  nearly  fifty  years.  It  should  not  be  altered  during  this  period  of 
depression  in  the  housing  industry. 

Since  HUD*s  legislative  proposals  have  not  yet  been  formally  presented  to  the 
Congress,  it  is  difficult  for  us  to  comment  on  their  plans  for  FHA  in  fiscal  year  '83. 
As  soon  as  we  see  this  legislative  language,  we  will  analyze  it  and  convey  our  thoughts 
to  the  Committee. 
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mynnmrt  appsnc  ?modctiob 

Tbe  stJtgsertsg  long-teza  costs  associated  vitli  federal  boosiag  program, 
partlcnlarly  those  related  to  t^be  Section  8  coostmctloo  progrsB  has  finally,  and 
appropriately,  seixed  everyone's  attention.  At  tills  point  two  proposals,  radically 
divergent  In  their  approaches,  are  under  consideration.  The  Adalnlstratlon  wmts 
to  shift  the  CHphasls  to  existing  imlts,  while  the  aajorlty  of  this  Sohco^attec 
proposes  a  production  progrsB  —  alhelt  with  substantial  prograaatic  changes  pre- 
dicated on  the  assoHption  that  federal  costs  dxmld  be  contained. 

The  Aiteinlstratlon  will  propose  terainatlttg  the  Section  8  constroction  prograa 
and  purging  the  pipeline  of  unfulfilled  ( i  —  !fi  iits,  despite  potential  legal 
probleas.  In   rel3ring  completely  on  the  oae  of  existing  rental  housing  stock,  tbe 
Adnlnistration  would  essentially  ignore  acute  shortages  in  low>incoae  rental 
bousing  in  aany  areas  of  the  country. 

This  Subi  I  — Ittee's  bill  proposes  the  ''Rental  Housing  Production  and  Rehabili- 
tation Act,**  describing  it  as  an  Urban  Developaent  Act  Grant  approach  to  nnlti- 
family  housing  production.  Federal  assistance  would  be  used  to  leverage  financing 
rental  nrojects  in  conjunction  with  state  and  local  govenments  taking  a  prominent 
role  In  determining  rental  housing  needs,  design  and  location. 

One  of  the  strengths  of  the  Subcomiittee ' s  proposal  is  greater  flexibility 
in  using  federal  assistance.  Another  strength  is  the  potential  for  developing  a 
closer  partnership  between  state  and  local  housing  agencies,* builders,  and  the 
federal  government.  Cost-saving  innovations  In  designing  and  financing  low-income 
multifamily  housing  should  be  encouraged  by  this  Subcommittee  proposal. 

Conceivably,  construction  financing  under  the  provisions  of  the  this  proposal 
could  be  linked  with  the  low- income  housing  and  multifamily  housing  rehabilitation 
provisions  of  the  current  tax  law  which  incorporates  the  Economic  Recovery  Tax 
Act.   The  attractiveness  of  multifamily  rental  housing  as  an  investment  is  now 
significantly  enhanced.  The  accelerated  Cost  Recovery  System  (ACRS)  accorded  to 
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low^lncooe  housing  and  other  real  estate  and  the  60-flionth  amortization  of  expendi- 
tures to  rehabilitate  low-income  housing  are  substantial  incentives  co  multifamily 
Investment.  We  would,  therefore,  advocate  considering  what  is  already  available  to 
stimulate  rental  housing  construction  in  conjunction  with  the  low-income  housing 
program  proposed  in  this  Subconmittee ' s  bill. 
LOW-INCOME  HOUSING  ASSISTANCE 

One  harsh  reality  that  we  must  accept  is  that  lo^r-inrome  famlllpn  And  rh^ 
elderly  are  often  in  need  of  lo%r-co8t  housing.  Even  in  this  country,  still  the 
most  affluent  in  the  world,  there  are  those  who  will  always  need  assistance  in 
meeting  their  shelter  needs. 

The  Administration  will  propose  modifying  the  Section  8  Existing  Housing 
program  to  establish  a  low-income  housing  certificate,  or  voucher  plan.  Our 
Association  has  not  endorsed  housing  vouchers,  preferring  to  await  the  descrlptloa 
of  just  how  such  a  program  might  work. 

Proponents  of  housing  vouchers  maintain  that  such  a  system  would  make  signifi- 
cant short-term  cost  savings  in  federal  housing  assistance.  While  there  may  be 
a  developing  consensus  that  federal  housing  assistance  needs  reform,  we  wonder 
whether  a  voucher  program  will  actually  serve  that  purpose  in  the  long  run,  parti- 
cularly if  new  construction  is  abruptly  halted. 

From  what  we  know  of  the  Administration's  housing  voucher  plan,  it  appears  to 
be  more  an  embryonic  income  assistance  plan  than  simply  a  new  housing  policy.   If 
this  is  the  case,  significant  policy  implications  are  involved,  which  our  member- 
ship will  need  to  address  after  the  full  proposal  is  available  for  analysis. 

I  will  be  pleased  to  respond  to  any  questions  you  may  have.  Thank  you. 
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^  bus/  t.«p&B9vui.  «  sbvrb  St  soxvxag  tne  curxeat  nouBxng  crisis,  wirn  a  >• 

*  real  effort  to  avoid  any  new  Federal  spending  or  tax  expenditures  of  * 
I  significance .  * 

*  * 


The  NATIONAL  ASSOCIATION  OF  REALTORS®  la  comprised  of  more  than 
1,806  local  boards  of  REALTORS®  located  In  every  state  of  the 
Union,  the  District  of  Columbia,  and  Puerto  Rico.  Combined 
membership  of  these  boards  is  nearly  700,000  persons  actively 
engaged  in  sales,  brokerage,  management,  counselling,  and 
appraisal  of  residential,  commerical,  industrial,  recreational 
amd  farm  real  estate.  The  activities  of  the  Association's 
membership  involve  all  aspects  of  the  real  estate  Indxistry,  such 
as  mortgage  banking,  home  building,  and  commercial  and  residential 
real  estate  development.  Including  development,  construction  and 
sales  of  condominiums.  The  Association  has  the  largest  membership 
of  any  association  in  the  United  States  concerned  with  all  facets 
of  the  real  estate  industry. 

Elected  Officers  are:   President  Julio  S.  Laguarta,  Houston,  Texas; 
President-elect  Harley  W.  Snyder,  Valparaiso,  Indiana; 
First  Vice  President  Donald  H.  Treadwell,  Sr.,  Southgate,  Michigan; 
Treasurer  Budd  Krones,  Tucson,  Arizona. 

The  Chief  Administrative  Officer  is  Jack  Carlson,  Executive  Vice 
President  amd  Chief  Economist. 

The  Senior  Vice  President,  Government  Affairs  is  Albert  E. 
Abrahams  and  the  Vice  President  2md  Legislative  Counsel, 
Government  Affairs  is  Gil  Thurm. 

Headquarters  of  the  Association  are  at  430  North  Michigan  Avenue, 
Chicago,  Illinois  60611.  The  Washington  Office  is  located  at 
777  14th  Street,  N.W. ,  Washington,  D.C.   20005.   Telephone 
202/383-1000. 


aCALTOae  ••  a  r»gi«l«f«a  eOMCOvt  m«mMr«n'0  mam  wAtcn  m«y  M  uSM  OAlv  By 

'Ml  Mlal*  ptOlMXonalt  wno  art  m«<nM'l  0>  lit  NATIONAL  ASSOCIATION  0'  NEAlTOAS* 

aA«  iue«cf>fl«  to  -u  sirici  Com  o«  Einxt 
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H4XI0HAL  ASSOCIATION  OF  REALTORS* 
BOOSING  PROPOSALS 

Arle^'a  Homing  Industry  i«  In  a  D«pr— ion; 

•  T!m  currvit  tluap  In  hona  salts  is  t±vm   tiass  vorss  thsn  st  any  tiat 
In  ths  post-«ar  period  .  .  . 

•  Keonoaie  activity  associstsd  wi-tli  housing  eonstzuetion  and  aalas 
which  hss  h«sn  lost  in  tba  last  thras  ymarm  aaountB  to  alaoat  $200  billion  .  •  . 

•  Ov«r  two  million  housing  and  ralstad  joba  hacw  b««n  loat  ainca 
1980  .  .  . 

•  Only  fiva  p«rcant  of  Qon-hona  ownara  can  qualify  for  an  80  psreant 
■ortgaga  on  a  aadian-prlcad  hoaa,  and  landara  hava  affactivaly  abut  tba 
window  on  aortgaga  landing  activity  .... 

SOMflLRI 

Tba  NATIOHAL  ASSOCIATION  OF  REALTORS*  rai  iwiiaamla  considaration  ba 
givan  tha  following: 

a  Provida  adniniatrativa  and  lagialativa  changaa  to  tba  Mortgaga 
Ravanua  Bond  program  to  incraasa  tba  nmbar  of  boada  that  can  ba  issuad  and 
■aka  aortgagaa  providad  by  tha  boada  aora  widaly  availabla.  Nacaaaary 
adwi  n1  atrativa  changaa  would  ba  to  incraasa  tha  mnbar  of  araas  nationwida 
that  ara  targatad  araas  or  araas  of  chronic  aconoaic  distraaa  and  naka 
oinor  ravisions  in  tha  arbitraga  limitation  in  ordar  to  incraaaa  bond, 
saenrlty.  Lagialativa  changaa  would  incraasa*  through  1982 »  tha  prica 
of  bonaa  that  can  ba  f inancad  undar  thia  program*  incraaaa  tha  total 
amount  of  portgaga  boada  that  can  ba  iaauad»  and  incraaaa  tha  arbitraga 
limitation  to  1.25Z.  500.000  fja?!?"**?  could  achiava  homaownarshlo  undar 
thia  program  within  ona  vaar  of  tha  data  thaaa  changaa  ara  adoptad. 

a  Allow  firat-tiaa  bomabuyara  a  cradit  against  Fadaral  incoma  t;azaa 
of  up  to  $5400  on  tha  purchasa  of  a  boms  batwaan  Harch  1  and  Dacambar 
31,  1982.  Tha  raault  would  ba  that  aora  th«"  ?sn^nnQ  firat-tima  homabuvara, 
who  would  not  otharwisa  hava  baan  abla  to  afford  a  boaa.  could  ourchaaa  a 
boma  in  1982. 

a  Allow  Bortgaga  landara  a  cradit  against  Fadaral  incoaa  tazaa  of  up 
CO  $5400  if  chay  naka  bona  mortgaga  loana  during  tha  pariod  Harch-Dacambar 
1982.  In  ordar  to  qualify  for  cha  cradit,  landara  would  ba  raqtiirad  to 
usa  tha  amount  of  tha  cradit  to  dacraaaa  tha  affactiva  rata  of  intaraat  on 
tha  mortgaga  by  thraa  parcantaga  points  for  a  thraa-yaar  pariod.  Tha  raault 
would  ba  that  honabuyara  could  oora  aaaily  qualify  for  tha  loan  at  tha 
radiicad  rata  of  intaraat  and,  oora  importantly,  could  afford  monthly  principal 
and  intaraat  payaanta  on  such  a  mortgage. 
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idOl  act; 

Oil  tlM  statute  books  la  tha  Hortgaga  Ravamia  Bond  Tax  Act  of  1980,  vfaich 
azpiraa  Dacaabar  31,  1983.  Vith  tha  eorract  atlaolua  froa  adalnlatratlva  and 
laslalativa  ehaixsaa»  It  tould  provlda  a  baaia  for  racovarr  bafora  tha  and  of 
1982. 

PEOPOSAL  Hnasea  l :   MORTGACg  jZVmPE  BOMP  TAX  ACT  OF  1960:  ADKIinSTEATITE 
CHANCES 

Ftrsty.baaad  on  a  raadlng  of  tha  laat  yaar  of  asparlanea  vlth  thla 
profx^,  tmt   tblac*  *ra  daar:  vhUa  aortiata  bond  activity  in  1981  waa 
alow  (cptalllng  laaa  than  $6.5  bllLUa  oat  of  a  pot«itlal  $15-20  billion) 
tacihnlcal  chacgfta  ttsda  by  ^£   In  tha  laat  uttaka  of  1981  raaultad  in  a 

«xri«  Qt   bond  activity,  mm   raatrainta  on  tha  pro^ia  vara  ralaxad  aona- 
vhat^   Tboaa  changas  by  IKS  accouatad  ^or  about  55  parc«it  of  total  bond 
offariaga  balng  aada  in  tha  laat  aontha  of  1981. 

Sacond,  according  to  tha  Gooacil  of  Staca  Houalng  Aganclaa,  furthar 
adalnlatrattra  changaa  could  ganarata  an  MAA^l■■ifmm^   $7-9  billion  in  bond 
activity  vithln  tha  oaxt  liz  waaka  and  a  furthax  ^:-3  billion  by  Jona 
1982  if  tha  following  ehangaa  ara  aada  in  tha  prograa  by  tha  Adainiatration: 


a  Tarraaaa  tha  nnabar  of  atandord  aacropolltaa  atatiatlcal  araaa 
vfaich  ara  in  "chronic  acciaoalc  diatTM*"  or  cargatad  araaa ^  In  auch  araaa, 
hoaaa  valuad  at  IIOZ  of  tha  a^^raga  aalaa  prlca  would  qualify  for  tha  tax- 
axvBpt  bonda*   In  oot^chrEmlc  dlatraai  araaa*  hcoaa  qijalify  at  or  undar  90 
paTcaat  of  tha  avaraga  salaa  prlca.  Thla  changa  haa  tvo  practical  af facta. 
Fir  at  nor  a  homaa  qualify  for  tha  program^  and  mora  famlllea  vith  aodarata 
lacoaaa  qpalify,  thua  atrangthanlng  cha  loana  aada  and  accordingly  atrangthvi- 
Ing  tha  qioality  of  tha  bond  offering* 

a  Oalata  tha  provlaion  in  aaetlon  6a.  103A-2  (b)(5)  of  tha  aortgaga 
bond  ragolatlona  that  Halts  to  20Z  tha  poptjtlation  of  a  Stata  that  can 
ba  conaidarad  to  liva  In  targatad  araaa.   Lf  thla  vara  dona,  idany  aora 
araaa  could  ba  dealgnatad  as  targacad  araaa,  thua  <«*»i^**Tlpg  to  LlOt  fros 
90Z  tha  avaraga  f/urchaaa  prlc*  of  a  hoaa  that  cao  b«  f  lna£L^: :  -  :^^!^^r  t'm   bond 
prograa.  Tha  function  of  tha  Fadaral  govanawat  undar  tha  Mortgaga  Bond 
Act,  la  alaply  to  approva  or  dlaapprcr^a  araaa  saleccad  by  ^  Stata  aa  araaa  of 
chronic  aconoaic  diatraaa,  baaad  upon  crltarla  lat  forth  in  tha  Act.  If 
aora  than  20Z  of  a  Statas'a  population  llvaa  in  araaa  of  chronic  acononic 
diatraaa  according  to  thaaa  crttarla,  tha  Fadaral  goramsianc  should  approva 
tha  daaignation  and  not  artificially  Halt  auch  araaa  by  ragulation. 

a  In  ordar  to  rsnova  raaiatanca  froa  atata  and  ounicipal  houaing 
agandaa,  tha  foUovlng  changea  should  ba  aada  vlch  raapact  to  arbitraga 
proviaiona  of  tha  Act  In  ordar  to  affactivaly  raiaa  tha  arbitraga  rata: 

I.  Allow  iaauars  to  charga  a  IZ  rafundabla  origination  faa, 
payabla  by  mortgaga  holdara,  to  protact  tha  iaauar  againat 
loaa  in  tha  loan  acquiaition  pariod  aubaaquant  to  tha 
iasuanca  of  tha  bonda.  Aaauaing  that  tha  bond  procaada  may 
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b«  tMiporarUy  iwrmmtrnd  at  12Z  (tbm  bond  ylald  being  14Z)» 
on  a  $100  «llllon  lasua  tha  iaauar  would  auataln  a  $5009000 
loaa  during  tha  loan  acctuialtion  parlod  aaaiadng  tha  aortgaga 
loana  ara  aada  avanly  ovar  tha  12-aonth  parlod  liwadi Italy 
following  laauanca  of  tha  bonda.  Va  would  propoaa  that  any 
aueh  origination  fuada'not  uaad  ha  conaldarad  arbitrage 
•aiti-iwg  CO  ba  rafundad  to  borrowara  undar  currant  law. 

2.  Allow  prapaynant  panaltlaa  coUaetad  during  tha  first 
alz  yaara  of  a  bond  laaua  to  ba  azdtidad  froa  th^  cal* 
eulatlon  of  bond  ylald.  This  would  provlda  aaeurlty 
agalnat  aarllar  than  antlelpatad  prapayaant  of  loana* 
but  would  only  ralaburaa  tha  Iaauar  for  tha  original 
coat  of  laauanca. 

3.  Allow  laanara  to  rataln  arbitrage  proflta*  rathar  thin 
rabata  thaa  to  tha  fadaral  govamnant.  In  any  eaaa 
whara  tha  rabata  would  raduca  tha  aaount  hald  by  tha 
Iaauar  to  laaa  than  2  parcant  of  bonda  outatandlng. 
This  la  a  aaeurlty  f aatura  In  that  It  protacta  tha 
Iaauar  agalnat  loaa  In  tha  avant  that  loaaaa  aeenaulata 
ahortly  aftar  arbitrage  proflta  have  been  rebated. 

4.  Allow  arbitrage  proflta  to  be  uaad  to  pay  for  unaaor- 
tlsad  eoata  of  laauanca  on  bouda  called  bmcauam  of  pre- 
payaanta,  but  only  to  tha  extant  auch  coata  are  not 
Covered  by  a  prapayaant  penalty. 


8EC0MMEMDED  LEGISLATIVZ  CHAHGZS  IH  THE  MOHIGAGE  BOMD  PROGRAM 

Once  theae  changea  ara  In  place,  the  bond  prograa  will  be  aovlng  further 
ahead,  and  will  aaka  It  eaalar  for  Congreaa— If  puahed  by  the  Adalnlatratlon— 
to  aaka  further  necaaaary  changea.  Specifically,  tha  following  changea 
are  reciwiiaiiiled  for  indualon  In  laglalatlon: 

•  Ralae  che  qualifying  llolt  (untllJanuary  1,  1983)  froa  90  to  110  ^ 
'parcant  of  tha  average  aalea  price  in  non-targeted  araaa,  thua  qualifying* 

■ore  hoaaa  for  financing  with  revenue  bonda  and  increaalng  the  nuaber  of 
aoderate  Incoaa  faalllea  who  can  acquire  aiich  flaanclng. 

e  Increaae  to  $400  Million  froa  $200  million  the  aggregate  aaount  of 
bonda  that  can  be  iaaued  by  any  atate  during  any  calendar  year. 

e  Increaae  the  arbitrage  llalt  to  at  leaat  1.25Z  froa  IZ.  The  current 
llalt  ia  aiaply  too  low  to  allow  iaauera  to  recoup  the  coata  of  laaulng 
the  bonda  and  adalnlaterlng  the  prograa. 

•  Modify  the  current  requlreaant  that  20Z  of  a  asiltl-faaily 
houaing  project  be  occupied  for  the  duration  of  the  bond  laauanca 
by  peraona  of  low  or  aoderate  income  ao  that  thla  requirement  ex- 
tenda  only  10  yeara  from  the  date  the  project  la  flrat  occupied. 
In  many  caaea,  thla  requirement  cannot  be  met  for  the  duration  of 
tha  bond  iaauance  becauae  of  increaalng  coata  aa  a  building  becomea 
older  and  becauaa  of  changing  neighborhooda . 
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»y  •doptlnt  t^>^^  ^*"<*iitrmtlv  wad  lagi*!**-*^  '■'^^naM  md  thT<bT 
TmaowtoR  CTgrit  i«p#dia«nt«  fc«  *'»»^  ^^wnancm  of  aortg>g>  boBd«.  an  a'Mm^^V 
500,000  f^n^«  could  achig^  ho— oimTihip  iilthin  on«  yar. 

Wira'a  tha  Mpht.  Coalng  Froa? 

VlMB  tlM  Ifertgafa  Itnmaam  Bond  Frogr—  «m  aathorlsad,  Truwnxy 
eoat  MtlBBtM  vara  placad  at  $15-20  billloa.     To  data^  $6.5  billion 
baan  "conaiiMir,  laarlag  $9-14  bin  Inn  avallabla.    Vo  additional 
ba  raqnirad  for  f *«''  **  ■'■pla— itatlon  of  tha  abova  raco»» 


■J'..^i\J.Ujr.y.»rvffcru^7TJ 


THB  KB!  TO  ACUiKVlUC  k  SUCCBSSFDL  8TZMDU7S  OF  TBE  BODSINC  UUJUSTJU 
IS  TO  BDILD  cm  k  FB0GB4M  THAI  IS  ON  THB  SHKLF.  ilO)  NOT  TO  STABT  FBOM 
SCIATCH.  CUKkBHTLT*  G0HG8ESS  IS  IH  CORFEBZHCS  ON  LEGISLATIOH*  H.R.4717, 
TBE  MISCBLLAHEOUS  BBVEHDB  ACT  OF  1981 » VHICH  COBTAIHS  CBAH6ES  TO  THE 
miXGiCE  BOND  FBOOAM.  THIS  COHFBSEHCE  COULD  PBOVISE  THE  COHTEXT  OF 
BUCTIBG  THE  LEGISLATIVE  CHAHGBS  ABOVE. 

FBOFOSAL  BOMBEB  2t  7»^^  rvwnrr  yat  JUST  TVn  vntwmrrEBS 

Tha  WATTmAT.  ASSOCIAIIGR  OF  BBALTOBS^  propoaaa  that  f irat-tiaa 
bofars  ba  antltlad  to  a  eradit  againat  Fadaral  incona  taacaa  on  tha  por- 
ehaaa  of  a  hOM  fron  March  1,  1982  to  Daeaabar  31,  1982.  Tha  raaolt 
would  ba  that  aora  than  250*000  f irat-tiaa  hoaabttyara  could  purchaaa  a 
boat  thia 


EAaantial  Blaaanta  of  tha  Propoanl  Arat 

•  Tha  eradit  would  ba  agual  to  9  parcit  of  tha  aaount  of  tha 
f  irat  trnat  aortgaga  Ctio  to  a  wtaOmm  cradlt  of  $5400)  on  tha  hcaa " 
originntad  on  or  af  tor  llirc&  1,  1982. 

a  "Tha  parefiaaar*  in  atdmf  tb~lia:^ra  tha  eradit  "iniadiataly  avail- 
abla  for  downpajaant  purpoaaa  or  to  **btt7-doifn'*  tha  intaraat  rata  on  tha 
nortgaga,  eould  elaia  tha  eradit  againat  tazaa  dua  or  paid  in  tha 
praeading  thraa  yaara  by  filing  aaandad  tax  ratuma  for  thoaa  yaara  or 
it  could  ba  uaa^  to  offaat  tazaa  dua  for  1982. 

a  A  firat-tiaa  hoaabuyar  would  be  dafinad  aa  an  individual  who 
baa  not  ownad  a  hoaa  in  tha  praeading  thraa-yaar  parlod. 

Whara'a  tha  Monay  Coaing  From? 

Much,  if  not  all,  of  tha  coat  of  auch  a  progran  could  ba  recouped 
ghrmifjh  a  curtailaant  of  tha  axiating  All-Savera  prograa  aa  of  March  31. 
1982.  inatead  of  ita  current  ending  date  of  December  31.  1982. 

Ravenna  loaa  eatiaatea  for  the  AH-Savera  program,  at  tha  time  of 
enactment,  were  $3.3  billion.  Aa  of  this  date,  some  $700  million  of 
that  aaount  haa  been  "consumed"  by  the  iaauance  of  All-Savera  Certifi- 
catea.  leaving  $2.6  billion  onnaed  by  the  urogram.  Currant  eatimates 
are  that  tha  program  will  not  ba  significantly  expanded  between  now 
and  March  31. 
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Bt  curty'^<"B  »<«•  A11«S«tt«  progCTa  mm  of  Mireh  31,  nA  txaamtTriam 
xhm  naainl^n  '■"•^  TwrmnmBm   lo—  300.000  flr»t-ei—  hOMrtuyra  coqld 
obtain  tha  maxlana  taac  cr«dit  vithont  forthr  lapactlmi  th>  — ti— fd    ■ 
doflclt.  By  roqulrlng  roccptoro  of  th«  erodlt  for  hoata  sold  vlthin 
chroo  yoars*  rcvoimos  voold  bo  g«i«ratod  vfaich  voald  provlda  on  oddltlonol 
100,000  flrot-tlao  hoaobuyoro  tho  imtIm  erodlt.  Foxthor,  bocouoo  not 
•vary  flrst-tina  boaabuyar  will  purcbaaa  a  bona  vltb  tba  imtIm  allowabla 
■ortgaga  aaounty  ravamia  loaaaa  will  not  total  tba  abaoluta  — tIm 
projactad. 

KAZZMHf  EZVIHUB  LOSS  PB0N  TAX  CSEDZI  TO  FISST 
^ TIME  BOMKBDmS 

LAST  HALF  lat  CfTk  BKKATWPKB  OF 

TOTAL      FY  '82    FT  '83     FT  'SS-FT  'SS 

Projactad  Qualifying         700.000    450.000    230,000     0 
Salaa 

fiS^a  Loaa  (  In  billiona)     $3.78     $2.43     $1.35     $0 

Bacaptura  (In  billiona)        0.38      0.12      0.12    0.14 

Bat  Loaa  (In  billiona)         3.40      2.31      1.23     (.14) 

Off aat  tfaroogb  eurtailant      2.61      1.74      0.87     0 
of  All-Scvara  prdg 


Nat  P.avanua  Loaa  (in  billiona)   0.79      0.57      0.36     (.14) 

Bavanua  «■<«  Froa  Additional     1.40      0.90      0.50     0 
Hoaa  Salaa  and  Employasit 

Bavanua  Gain  Froa  Tax  Cradit    0.61      0.33      0.14    0.14 
Aa  Subatituta  For  All- 
Sarara  Cartif ieataa  and 
With  loprovad  Hoaa  Salaa 
and  Eaployaant 


Advantagaa  of  this  proposal  are: 

1.  Frovidaa  diract  bsnafit  to  avary  first -tiaa  hoaabuyar  who 
purchasaa  a  teaa  during  tha  pariod  March*Dacaabar  1982. 

2.  Allova  tha  hoaabuyar  inasdiate  accsss  to  the  benefit  by  allowing 
tha  credit  to  ba  carried  back  Co  1981  and  1980  taxes  rather  than  forcing 
tha  hoaabuyar  to  wait  and  receive  the  benefit  when  1982  cax  ratuma 

are  dua. 

3.  Givaa  the  hoasbuyer  the  option  to  use  the  cax  credit  aa  part 
of  the  downpayaant  on  tha  hoae  or  to  "buy-down"  the  interest  rate 

on  the  aortgage. 
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P088IBLK  DOLLAR  SAVZBGS  TO  BOMEBOtlR  IF  TAX  GIEDXT  VBBE  USED  10  ""BUT  DOMT 
IHTKREST  BAIE  FOR  TBHZE  TZARS 

($60,000  MORTGAGE.  30  TEARS) 


ITt 
U 

u 


PROPOSAL  HOMBER  3;  TAX  CREDIT  FOR  MORTGAGE  LEBPERS 

Thtt  HAIIORAL  ASSOCIAXIOH  OF  BZALT0BS9  propostts  that  aortgaga  landars  b« 
CDtltlad  to  a  tax  eradlt  if  thay  aaka  hoaa  aortgaga  loasa  to  f  irst-tlaa  hqna- 
bujars  during  tha  parlod  of  March  through  Dacaibar  1982.  In  ordar  to  qualify 
for  tha  cradlt.  landars  would  ba  raqulrad  to  uaa  tha  anount  of  tha  cradlt  to 
dacraaaa  tha  af f aetlva  rata  of  Intaraat  on  tha  aortgaga  by  thraa  parcantaga 
points  for  a  thraa-yaar  parlod.  Tha  raaolt  would  ba  that  hoaabuyars  could 
aora  aaally  qualify  for  tha  loan  at  tha  raduead  rata  of  Intaraat  and.  aora 
laportantly.  could  afford  aonthly  principal  and  Intaraat  payaanta  on  such  a 
aortgaga. 

ESSEHTIAL  ELEMEHTS  OF  THE  PROPOSAL; 

a  Tha  cradlt  iiould  ba  calculatad  baaad  upon  tha  amount  nacassary  (up  to 
$5.400)  to  raduca  tha  aff aetlva  intaraat  rata  on  tha  first  $60.000  principal 
aaonnt  of  tha  aortgaga  by  thraa  parcantaga  points  for  a  thraa-yaar  parlod. 
This  would  graatly  raduca  ravanua  lossas  aa  tha  Adalnlstratlon' s  intaraat 
rata  targata  ara  achlavad. 

a  To  halp  aaaura  that  tha  antlra  banaf it  of  tha  raduction  in  affaetlva  rataa 
is  paasad  on  to  conauaara.  tha  cradlt  would  ba  dataralnad  basad  upon  tha  anount 
nacassary  to  raduca  aarkat  ratas  by  tha  raqulrad  parcantaga  rathar  than  tha 
aortgaga  in  quaatlon.  Tha  aarkat  rata  would  ba  tha  publishad  FHA  avaraga  first 
trust  aortgaga  rate. 

•  Tha  cradlt  could  ba  carrlad-back  and  carriad  forvard  by  tha  lendar 
undar  current  inveataant  tax   cradlt  rules.  In  addition,  although  tha  total 
aaount  of  tha  cradlt  would  ba  dateralnad  at  tha  tlaa  tha  loan  was  made,  the 
lander  would  ba  required  to  uaa  tha  cradlt  against  incona  over  a  three-year 
parlod.  the  saaa  parlod  during  which  the  interest  rate  on  the  aortgaga  was 
raduead.  Tfaua,  one  third  of  the  cradlt  could  ba  uaed  each  year. 
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Bttlov  is  tiM  projMtad  c«fuu«  Iom  froa  this  tax  credit  propoMl. 
Zt  should  bs  aotsd  thst  t«o-thizds  of  tkm  loss  fsll  vlthln  FT  1982. 


HAZZMU  BVSRm  LOSS  nOH  XAZ  CXBDIT  TO 
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Ths  foUowlag  tsblss  show  how  ths  crsdit  would  b«  esleulstsd  on  a  $60,000 
■ortgsgs  at  various  Isvsls  sad  tba  dollar  savings  to  homabuysrs. 


POSSIBLE  DOLLAR  SAVIHCS  TO  BGHEBUTER 
OW  MOHTHLT  MPHTG4CE  PAIMEHT  FOR  PRIHCIPAL  AND  DTTEREST 
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ThA  advantagss  of  thla  proposal  aro: 

1.  ProvldM  on  lanodlato  dlroet  boooflt  to  ovory  first-ciao  hoaobuyor 
vfao  porchaooa  a  hoaa  during  tha  parlod  Mareb-OacoBbor  1982. 

2.  Allows  tha  hoaabuyar  to  laaadlataly  rae'alva  tha  banaflt  of  tha  eradit 
.  throogh  raduead  aonthly  payBants. 

3.  Allows  aora  flrst-tiaa  boaabuyars  to  qoallfy  for  a  aortgaga  oa  a  boaa 
and  aakas  tha  hoibuyar  battar  abla  to  aaat  tha  aonthly  principal 
and  Intarast-. 

4*  Applicabla  to  any  aortgaga  landar  providing  a  aortgaga  on  a  boaa« 

In  this  way  this  proposal  doas  not  dlscrlalnata  against  aon-lnstltatlonal 
Isndars.  This  so-callad  paopla-to-paopla  financing  la  Involyad  In 
ovar  70Z  of  hoaa  salas  In  tha  currant  aarkat. 

5.  Banaflts  both  tha  nav  and  azLstlng  hoaa  aarkat.  Boaaboyars  could 
cboosa  to  purchasa  nav  or  artsMng  hoaaa  uadar  tha  propoaal.  Mw 
hoaa  aalaa  would  ba  particularly  stlaalatad  bacauaa  ownars  of  art  sting 
boaaa,  who  ara  raady  to  laproira  thalr  houalng,  will  ba  abla  to  find 
buyars  for  thalr  hois  and  will  tharafora  ba  abla  to  purchaaa  naw  hoass. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Laguarta. 

We  will  proceed  under  the  5-minute  rule.  I  have  one  question  for 
Mr.  Gourley,  and  I  am  going  to  ask  unanimous  consent  to  permit 
me  to  submit  in  writing  possibly  three  additional  questions  that  I 
do  not  think  I  should  take  the  time  for  now,  but  would  serve  the 
same  purpose  by  submitting  them  in  writing. 

The  following  written  questions  were  submitted  by  Chairman 
Gonzalez  to  Mr.  Gourley  and  Mr.  Napolitano,  and  appear  with 
their  responses: 

Question  Submitted  to  Mr.  Gourley 

Question.  You  stated  with  regard  to  the  committee's  proposed  emergency  home- 
owners relief  program  that  you  are  concerned  that  the  efficient  operation  of  the  pro- 
gram could  well  be  beyond  HUD's  current  capability. 

If  HUD  should  not  administer  this  program,  who  should? 

Answer.  The  only  recommendation  we  can  offer  in  this  respect  is  to  permit  HUD 
to  contract  with  a  private  company  to  perform  the  services  required,  if  the  program 
is  enacted.  We  based  our  comments  upon  the  Department's  2-year  effort  to  imple- 
ment the  Temporary  Mortgage  Assistance  Payments  program  that,  as  you  are 
aware,  concerns  only  FHA-insured  borrowers,  the  difficulties  in  implementing  a  pro- 
gram involving  conventional  loan  borrowers  would  be  greater.  And  substantial 
delay  in  putting  the  proposed  assistance  program  into  effect  would  defeat  the  pur- 
pose of  the  program. 

Questions  Submitted  to  Mr.  Napoutano 

Question  J.  While  I  am  intrigued  by  the  growing  equity  feature  outlined  in  your 
single-family  housing  construction  program,  I  wonder  how  receptive  lenders  would 
be  to  the  "GEM"  idea.  Are  any  lenders  presently  issuing  '*GEM"  mortgages? 

Answer.  Lenders  have  been  concerned  with  fixed  payment  mortgages  because  in 
periods  of  inflation  their  values  erode.  A  GEM  mortgage  provides  earlier  cash  flow 
and  funds  can  be  reinvested,  perhaps  at  higher  interest  rates. 

Question  2.  Given  the  limited  amount  of  Federal  funds  available  to  stimulate 
housing  construction,  how  could  we  justify  subsidizing  the  interest  rate  low  enough 
so  a  family  could  afford  a  "GEM"  payment  in  addition  to  the  subsidized  interest 
rate  payment? 

Answer.  Under  the  program,  interest  rates  will  be  bought  down  for  five  years.  At 
the  end  of  five  years,  monthly  mortgage  payments  will  include  interest  payments  at 
the  full  rate  contracted  in  the  loan. 
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Under  the  GEM  plan,  the  amount  of  the  buyer  s  monthly  payments  will  increase 
0.75  percent  annually  of  the  original  principal  obligation.  This  increase  serves  two 
important  functions.  First,  the  buyer  is  not  faced  with  a  large  increase  in  his 
monthly  payments  at  the  end  of  5  years  but  instead  is  gradually— by  an  annual  in- 
crease in  his  payments — brought  up  to  the  higher  level  of  responsibility.  Second,  all 
of  the  increased  amount  which  the  buyer  pays  over  that  5  years  is  applied  to  the 
principal  obligation  of  the  loan  which  will  significantly  increase  his  equity  in  the 
property. 

Chairman  Gonzalez.  The  question  I  have — in  your  discussion  of 
the  administration's  proposal  to  collect  the  FHA  mortgage  insur- 
ance premiums  in  a  lump  sum,  up-front  payment — you,  I  believe, 
stated  that  MBA  would  oppose  any  proposal  that  would  increase 
monthly  payments  beyond  a  minimal  amount. 

Do  you  have  an  idea  of  what  the  association  would  consider  to  be 
a  maximum  increase  that  would  be  acceptable?  The  reason  that  I 
am  asking  that  is  that,  if  the  committee  went  along  with  that  pro- 
posal, should  we  consider  putting  a  cap  upon  the  increase? 

So  I  wonder  if  you  have  any  idea  of  limits? 

Mr.  Napoutano.  Clearly,  Mr.  Chairman,  in  looking  at  the  issue 
of  the  payment  of  that  MIP  for  the  one-time  payment,  a  lot  of  ques- 
tions are  raised.  And  exactly  how  it  would  be  handled— some  of  us 
are  a  little  uncomfortable  with  that,  we  are  not  real  sure. 

We  want  to  be  sure  that  it  does  not  increase  the  cost  of  the 
monthly  payments  for  the  individual  borrower,  and  I  think  that 
that  would  be  basically  the  answer.  We  do  not  want  it  to  increase 
the  cost,  period. 

An  acceptable  level,  really,  is  one  that  would  not  increase  the 
cost  because  of  two  things:  First,  it  cannot  and  must  not  increase 
the  downpayment  cost.  The  practicality  of  including  it  in  the  mort- 
gage amount  is  one  that  is  related  to  a  valuation  question,  also, 
that  says  that,  if  you  do  put  it  into  the  mortgage,  that  it  is  possible 
to  have  a  loan  that  is  more  than  100  percent  of  the  current  value. 

So,  that  is  sort  of  a  touchy  issue,  as  to  exactly  how  to  structure  it 
so  that  it  does  not  have  too  much  risk,  and  it  does  not  cost  any 
more  to  the  borrower  up  front,  and  does  not  cost  the  borrower  any 
additional  monthly  payment. 

Chairman  GtOnzalez.  Thank  you,  very  much.  I  was  going  to  ask, 
but  I  think  this  is  not  the  time,  but  I  would  like  to  ask  both  Mr. 
Laguarta  and  Mr.  Napolitano,  to  consider  how  we  might  get  sup- 
port on  the  bill  we  have. 

It  has  been  very  carefully  structured  to  meet  all  of  the  budgetary 
requisites,  which  you  know,  last  year  was  a  big  hangup.  And  we  do 
need  some  consensus  here  of  support  for,  if  not  all  of  it,  at  least 
major  portions  of  the  bill. 

And  the  only  thing  I  understand  that,  Mr.  Napolitano,  you  are 
going  to  see  the  President  later  this  week,  and  you  know,  I  do  not 
really  know  the  President.  I  never  met  him.  And  he  is  not  a  very 
accessible  President.  He  is  the  only  President  in  the  20  years  that  I 
have  been  here,  which  means  six  Presidents,  that  does  not  answer 
the  mail  from  a  Congressman,  directly.  He  delegates  it  to  a  liaison. 
So  we  have  been  corresponding  through  aides. 

When  he  corresponds  with  his  aide,  well  then,  I  answer  with  my 
aide,  and  that  is  a  fact.  And  to  me,  that  means  that  men  like  you 
can  do  a  great  deal. 
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My  judgment,  like  I  say,  is  not  based  upon  a  personal  knowledge 
of  the  man.  But  I  find  that  a  lot  of  times  it  is  a  basic  philosophy.  In 
other  words,  what  has  come  loud  and  clear,  since  last  year,  and 
what  your  organizations  either  did  not  see,  or  did  not  want  to  say 
it,  was  that,  philosophically,  the  men  shaping  the  judgments  which 
lead  to  the  decisions  by  the  President  are  of  the  opinion  that  the 
housing  sector  in  America  has  too  much  credit  diverted  to  it. 

If  there  was  some  way  that  you  could  dispel,  or  help  to  dispel 
that  philosophy,  I  think  that  would  go  a  long  way.  Because,  gener- 
ally, the  specific  actions  follow  a  general  conclusion,  based  upon 
some  half-philosophic,  half-evaluative  judgment,  which  after  the 
testimony,  and  after  our  experiences,  clearly  indicate  that  it  is 
wrong. 

In  other  words,  we  cannot  say  that  one  of  the  things,  in  order  to 
bring  the  country  into  fiscal  balance,  or  stability,  or  integrity,  is  to 
take  away,  or  further  divert,  even  that  allocation  of  credit  to  hous- 
ing that  we  have  had. 

And  it  would  seem  to  me  that  your  visit  can  do  us  a  lot  of  good, 
this  coming  Friday.  So,  I  wish  you  well. 

Mr.  Napoutano.  Thank  you,  sir. 

Chairman  Gonzalez.  Mr.  Stanton? 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman.  And  we  all 
regret,  Mr.  Chairman,  that  you  have  never  had  the  opportunity  to 
meet  the  President.  He  throws  receptions  down  there  every  year, 
you  know,  and  a  Christmas  party,  and  it  is  a  people's  house  down 
there,  and  I  am  sure  that  he  would  be  most  happy  to  see  you. 

Chairman  Gonzalez.  Well,  I  don't  want  my  comments  interpret- 
ed as  condemning  President  Reagan — but  the  nearest  that  I  have 
come  to  him  was  about  30  years  ago,  when  he  came  to  San  Antonio 
on  behalf  of  General  Electric.  He  was  on  the  lecture  circuit.  He 
spoke  before  the  local  Optimist  Club,  and  I  was  then  a  fellow  guest 
of  the  Optimist  Club,  but  I  did  not  even  get  to  meet  him  then. 

But,  I  really  have  not  had  that  opportunity.  I  think  there  was  an 
invitation  during  the  Christmas  break,  and  I  think  that  we  were 
all  back  home.  But  I  am  not  sajdng  this  critically,  or  facetiously, 
because  every  President  has  his  own  individual  approach.  Lyndon 
Johnson  was  the  most  accessible  public  official  anywhere,  even  as 
President. 

But,  President  Carter  was  even  less  accessible,  as  a  matter  of 
fact.  The  first  3  years  of  President  Carter's  regime,  he  was  just 
about  as  inaccessible.  And  so,  I  am  not  saying  this  critically,  and  I 
would  like  nothing  better  than  to  meet  the  President,  but  perhaps 
the  time  will  come  when  an  opportunity  will  be  there. 

But,  on  this  subject  matter,  I  really  think  that  men  like  Mr.  Na- 
politano,  who  is  in  a  leadership  position,  and  coming  from  an  area 
that  is  having  serious  problems,  could  have  an  enormous  impact  in 
his  meeting  with  the  President. 

And  I  think  that  you  will  agree  with  me,  that,  if  the  President 
leans  heavily,  say  on  a  man  like  Mr.  Stockman,  and  his  judgment 
has  been  clearly  expressed  that  too  much  allocation  of  credit  has 
gone  to  the  housing  sector,  then  I  think  that  it  is  imperative  that 
the  President  has  a  chance  to  meet  a  man  that  comes  from  the  citi- 
zenry, and  is  in  a  leadership,  spokesman  position,  and  can  docu- 
ment the  opposite  position. 
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Mr.  Stanton,  someday  maybe  you  can  introduce  me  to  the  Presi- 
dent. You  have  access  do  you  not? 

Mr.  Stanton.  Well,  only  in  a  business  format,  with  one  excep- 
tion. Now,  there  is  a  lunch  tomorrow,  noon,  but  that  has  nothing  to 
do  with  partisan  political  considerations. 

The  problem  might  be,  Mr.  Chairman,  that  you  are  only  part 
Irish.  [Laughter.] 

There  your  trouble  lies.  The  part  of  you  that  is  Irish,  loves  to 
smell  upon  a  rose,  until  you  remember  with  its  fragrance,  the 
thorn.  &)  the  part  of  you  that  is  Irish,  keep  your  smell  upon  a  still, 
never  let  us  wait  dreaming,  until  death  beckons  from  a  hill.  That 
good  wish  to  you  Mr.  Chairman,  a  day  early. 

Chairman  Gonzalez.  My  only  claim  to  Irish,  is  the  smoked  Irish 
variety  and  I  will  translate  that  into  Spanish,  your  version. 

Mr.  Stanton.  Well,  we  got  off  the  subject  did  we  not?  [Laughter.] 

Gentlemen,  I  appreciate  your  testimony.  And  Mr.  Gourley,  your 
testimony,  in  fact,  all  of  you,  your  testimony  could  be  broken  up 
into  two  parts.  One,  addressing  the  problems  of  subsidized  housing 
industry,  per  se.  The  other,  for  which  this  committee  has  the  re- 
sponsibility, and  in  addition  to  that,  the  overriding  problem  of  your 
membership,  involves  the  economy  of  the  country,  either  with  the 
selling  of  homes,  or  the  building  of  new  ones. 

Three  of  you  are  interrelated  with  the  savings  and  loan  industry. 
You  took  advantage  of  your  testimony  on  the  one  hand,  in  one  case 
I  saw,  to  give  your  thoughts  concerning  the  all  savers  bill. 

My  question  is  this.  First  of  all,  do  you  think  that  you  can  realis- 
tically address  the  problems  of  housing  without  addressing  the 
problems  of  the  savings  and  loan  industry? 

Do  you  think  that  you  can  separate  those  two?  Maybe  Mr.  Gour- 
ley, you  could  answer? 

Mr.  Gourley.  Well,  when  you  talk  about  separating  the  two,  cer- 
tainly the  problems  of  the  savings  and  loan  industry  are  signifi- 
cant. And  if  they  were  to  be  the  only  source  of  funds  for  housing, 
then  that  obviously  is  something  that  must  be  solved.  And  if  they 
are  ever  really  to  get  back  into  the  housing  business,  their  prob- 
lems have  to  be  solved. 

Their  problems  have  to  be  solved,  because  that  is  critical  to  the 
whole  economy.  But  there  are  other  sources  of  funds  for  housing 
and  the  things  that  we  speak  to,  and  the  reason  we  keep  harping 
on  the  subject  of  Ginnie  Mae  mortgage-backed  securities— is  that 
10  years  ago  it  opened  up  a  new  group  of  investors,  that  have  made 
it  possible  for  us  to  make  loans  through  the  years,  even  though  the 
S.  &  L.'s,  even  before  the  major  current  problems,  had  become  less 
of  a  factor  in  the  long-term  national  secondary  market.  We  were 
able  to  market  these  instruments  throughout  the  country  to  pen- 
sion funds  and  other  type  buyers. 

We  are  looking  at  a  concern,  and  one  that  must  be  handled,  that 
we  do  not  kill  this  particular  opportunity  to  put  mortgages  in  the 
pools.  We  are  looking  over  our  one  side  as  an  answer  or  as  a  must, 
while  we  try  on  the  other  side  to  solve  the  problems  of  the  savings 
and  loan  industry.  So  there  are  funds  out  there  that  are  not  in  the 
thrifts  that  can  be  attracted  to  mortgages.  We  do  not  want  to  kill 
those,  by  cutting  the  GNMA  limit  down,  so  that  we  can  not  get  to 
those  funds. 
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That  does  not  answer  your  question,  but  they  are  two  separate 
issues. 

Mr.  Napoutano.  Can  I  add  to  that,  by  saying  that  we  would  like 
to  see  the  savings  and  loans  viable  and  we  would  like  to  see  them 
doing  what  they  were  originally  formed  to  do:  supply  mortgage 
money  to  the  American  people,  at  a  reasonable  rate.  Obviously, 
they  are  having  many  problems,  the  whole  economy  is  upside 
down,  with  the  Merrill  Lynches  and  the  Sears  and  the  money  mar- 
kets and  so  forth.  It  is  a  whole  new  ball  game  out  there. 

Now,  some  of  the  problems — and  I  am  no  expert  on  it — but  some 
of  the  problems  that  they  may  have,  they  brought  on  themselves. 
Some  others  had  no  choice.  There  was  the  matter  of  the  economy 
and  what  happened  with  the  attitude  of  the  American  people  and 
the  Government  and  what  has  happened  to  them. 

So,  if  savings  and  loans  can  be  viable  and  if  they  can  supply 
mortgage  funds,  we  are  all  for  saving  them,  doing  whatever  can  be 
done.  However,  I  do  not  believe  that  if  you  eliminate  the  savings 
and  loans  that  you  eliminate  housing.  Because  as  Mr.  Gourley  just 
mentioned,  we  have  other  sources  that  will  supply  funds.  The  pen- 
sion funds  have  tremendous  amounts  of  money  out  there,  as  we 
begin  to  get  into  that,  and  open  those  funds  up. 

But  if  you  eliminate  the  housing  industry,  the  delivery  S3rstem  of 
housing,  then  there  is  no  one  else  to  take  the  place  at  that  point. 
There  is  a  tremendous  difference  between  the  housing  industry  and 
the  savings  and  loans.  You  eliminate  that  industry  and,  God  forbid 
that  would  ever  happen,  the  Federal  Government  comes  in  and 
starts  building  houses  in  this  country,  which  they  would  have  to 
do,  to  take  care  of  the  need  of  the  people  of  this  country. 

There  is  a  major  difference  between  the  two  of  us. 

Mr.  Gourley.  Congressman  Stanton,  one  of  the  biggest  problems, 
obviously  is  high  interest  rates.  And  one  of  the  biggest  problems 
there,  obviously  is  the  deficit.  Something  has  to  be  happening  to 
get  interest  rates  down.  Short-term  interest  rates  coming  down  will 
be  a  major  factor  in  helping  the  savings  and  loan  industry  and  that 
is  one  of  the  issues  that  we  have  not  mentioned  as  a  part  of  this. 

We  have  it  in  our  written  testimony — our  concern  for  a  reduced 
deficit  that  would  help  get  interest  rates  down. 

Mr.  Laguarta.  I  believe  your  specific  question,  does  the  thrift  in- 
dustry, the  survival  of  the  thrift  industry,  is  it  essential  to  the 
housing  industry? 

Thrifts  have  been  and  we  would  hope  that  they  would  be  in  the 
future,  instrumental  in  the  housing  industry.  However,  if  the  pres- 
ent programs  that  are  being  considered  either  from  a  regulatory 
standpoint  or  a  legislative  standpoint,  give  the  thrifts  the  vehicle 
by  which  they  become  banks,  and  this  legislation  provides  that,  let 
us  say,  gives  them  the  opportunity  through  this  capital  infusion 
program,  to  get  over  their  current  problems,  and  then  their  future 
is  as  a  commercial  bank,  and  not  as  an  entity  in  the  housing  field, 
that  is  what  concerns  us. 

And  we  believe  that  as  my  colleagues  do,  and  have  already 
stated  that,  there  are  other  sources  of  funds  but  through  this  tran- 
sition period  here,  if  in  fact,  that  is  the  way  that  the  market  will 
'^'ctate,  or  the  fact  that  the  legislation  will  dictate  that  thrifts  will 
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no  longer  be  thrifts  per  se,  and  they  will  all  be  commercial  banks, 
then  fine. 

But,  during  the  transition  period,  let  us  recognize  exactly  what 
we  are  talking  about.  And  just  because  they  are  called  a  savings  or 
thrift  instituticm,  it  looks  to  me  like,  they  talk  like,  they  walk  like, 
they  think  like,  they  look  like,  and  they  act  like,  a  bank,  under 
some  of  these  proposals. 

Mr.  Stanton.  Thank  you,  very  much,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Stanton.  Mr.  Fauntroy? 

Mr.  Fauntroy.  Thank  you,  Mr.  Chairman.  Mr.  Napolitano,  I  un- 
derstand that  many  section  8  developers  are  concerned  about 
hud's  efforts  to  cut  off  the  section  8  pipeline.  And  in  your  testimo- 
ny, you  mentioned  that  the  expenses  that  project  sponsors  incur, 
prior  to  receiving  permit  commitments,  would  be  unrecoverable,  if 
the  project  drops  out  of  the  pipeline. 

Could  you  give  us  some  more  specific  examples  of  some  case  stud- 
ies, if  you  will,  of  the  expenses  involved  in  developing  an  assisted 
housing  project,  prior  to  final  closing,  and  receipt  of  a  section  8 
contract? 

Mr.  Napoutano.  I  could  not  give  it  to  you  in  detail  at  the 
moment,  I  could  give  you  some  generalities,  and  we  would  be 
happy  to  submit  to  you,  in  writing,  some  case  histories  and  some 
factual  figures. 

We  are  talking  about  land  options,  engineering  and  architectural 
fees,  fees  that  are  put  up  front  for  some  of  the  commitments  that 
they  thought  that  they  would  get  at  certain  intervals,  overhead  ex- 
penses that  had  been  used  by  the  companies,  that  they  felt  that 
they  would  eventually  be  getting. 

The  assumption  being  that,  since  it  went  into  the  pipeline,  it 
would  eventually  be  coming  out  of  the  other  end,  which  might  take 
1  year  or  18  months  down  the  road. 

All  of  these  type  of  expenses  add  up  to  a  tremendous  amount  to 
a  firm  or  an  individual,  who  had  expected  that  once  it  went  into 
the  pipeline,  that  something  would  be  coming  out.  And  they  would 
have  an  opportunity  to  build  these  units. 

The  other  problem  with  the  section  8  is  that  many  say  that  it  is 
not  viable,  and  it  is  not  cost  effective.  That  may  or  may  not  be  the 
case.  I  am  not  here  to  debate  that. 

But,  I  believe  that  before  we  eliminate  those,  we  had  better  have 
something  else  in  place  to  house  the  people  that  would  be  housed 
by  the  section  8  type  of  program. 

[In  regard  to  the  request  of  Congressman  Fauntroy,  the  following 
letter,  dated  March  25,  1982,  was  received  from  the  National  Asso- 
ciation of  Home  Builders:] 
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National  Association  of  Home  Builders 

15th  and  M  Streets,  N.W.,  Washington.  D.C.  20005 
Telex  89-2600  (202)  822-0200 


March   25,    1982 


The  Honorable  Walter  E.  Faun troy 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Congressman: 

In  response  to  your  request  at  the  March  16th  hearings  on 
H.R.5731,  I  cun  providing  the  following  information  on  Section  8 
develoment  costs. 

The  average  per  unit  development  cost  for  a  Section  8  new 
construction  unit  is  as  follows  according  to  an  about  to  be  re- 
leased HUD  study: 


Total  Improvements 

$30,187 

Land 

1,584 

Off-Site  Costs 

68 

Construction  Period 

Carrying  Charges  Including 

Interest,  Insurance  and 

Taxes 

1,649 

Program  Financing  & 

Filing  Fees 

1,287 

Legal,  Organizational  & 

Audit 

250 

Other  Costs 

506 

Profit 

2,563 

Total  Costs 

$38,094 
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On  a  per  project  basis,  the  developaent  costs  are  as  follows. 


($1000s) 

Total  Improvement 

$1,922 

Land 

137  ^ 

Off-Site  Costs 

O 

$225,000 

Construction  Period 

1 

per  project 

Carrying  Charges 

/ 

Interest,  Insurance, 

development 

Taxes 

89  \ 

costs 

Program  Financing  & 

Filing  Fees 

80 

Legal,  Organizational 

&  Audit 

12 

Other  Costs 

35y 

Profit 

113 

Total  Costs 

$2,397 

As  you  know,  averages  often  hide  circumstances  commonly  en- 
countered.  For  example,  architectural  and  engineering  fees  often 
mount  to  4  or  5  percent  of  the  construction  amount.   Land  holding 
costs  have  been  higher  over  the  last  two  years  than  ever  before  in 
history.   Average  project  development  fees  can  range  from  $100,000 
$1  million,  but  are  typically  in  the  range  of  $200,000  to  $300,000. 
These  are  the  large  sums  referred  to  in  the  NAHB  testimony  that 
developers  have  invested  in  anticipation  of  getting  financing  as 
promised  by  the  Administration. 


to 


I  hope   this   information   is  helpful.      Please  do  not  hesitate 
contact  us   for  whatever   information  we   can  provide. 

Sincerely, 


to 


Robert  D  Bannister 

Senior  Staff  Vice  President 
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Mr.  Fauntroy.  Do  you  have  any  estimate  of  the  number  of  out- 
standing section  235  commitments,  that  will  expire  in  March?  If 
Congress  approves  the  extension  of  the  program  through  the  end  of 
the  fiscal  year  1982,  do  you  see  any  need  to  modify  the  reallocation 
process  by  statute? 

Mr.  Napolitano.  I  do  not  know  the  figures.  I  think  that  HUD 
would  be  the  only  ones  that  would  have  those  figures,  as  to  how 
many  are  outstanding. 

To  the  best  of  my  knowledge,  what  they  have  been  doing  is 
moving  them  around  to  the  various  HUD  offices,  the  regional  of- 
fices, as  they  are  not  used.  So,  I  have  no  idea  at  the  present  time. 
AH  I  would  say  is  that  whatever  is  available  should  be  used.  And 
there  are  many  people  that  could  benefit  from  them. 

Mr.  Fauntroy.  The  panel  has  suggested  that  we  are  immersed  in 
the  worst  housing  depression  since  the  1930's.  And  to  be  frank,  I  do 
not  believe  that  any  new  construction  stimulus  could  be  operative 
in  time  to  save  this  year's  construction  season.  But,  even  if  the  im- 
possible were  achieved,  and  the  authorizing  legislation  became  law 
in  June,  do  you  not  think  that  the  more  similar  a  new  program  is 
to  existing  programs  the  more  easily  it  could  be  put  in  placer 

And  I  ask  that  question  because  the  subcommittee  bill,  which  we 
are  looking  at  now,  proposes  a  modification  of  the  section  235  pro- 
gram, which  would  assist  families  whose  income  does  not  exceed 
130  percent  of  the  area  median,  by  subsidizing  the  interest  rate 
down  to  9V2  percent  for  10  years. 

Would  not  that  proposal  provide  your  industry  a  faster  shot  in 
the  arm?  And  does  it  not  have  the  advantage  of  targeting  assist- 
ance to  moderate  income  home  buyers? 

Mr.  Napolitano.  To  answer  your  question — yes.  The  problem  we 
see  with  that  is  whether  there  would  be  sufficient  number  of  units. 
The  problem  we  see  with  it  as  proposed  is  that  we  may  be  talking 
about  100,000  units  or  there  abouts. 

And  that  is  a  very  small  amount  to  do  anything  for  the  economy, 
the  homebuilding  industry,  or  the  American  public.  In  the  buy- 
down  proposal  that  Mr.  Patterson  has  proposed  and  Senator  Lugar 
in  the  other  House  has  proposed,  is  somewhere  in  the  neighborhood 
of  450,000  units,  depending  on  various  alternatives  to  it. 

Now,  yes,  I  agree,  as  I  mentioned  in  my  testimony  that  unless 
you  do  something  rapidly,  by  June,  we  will  lose  this  season.  But,  if 
something  is  moving  and  it  looks  like  both  sides  of  the  aisle  and 
the  administration  would  be  behind  it,  and  it  is  just  a  matter  of 
timing  to  get  it  out,  our  industry— I  can  speak  for  the  members  of 
my  industry — can  gear  up  rapidly,  and  start  building  and  get 
moving  in  this  area. 

And  would  spend  the  money  at  the  front  end  to  get  the  permits, 
to  get  ready,  and  to  have  the  land  ready  to  go,  and  then  you  would 
see  some  action.  You  would  see  some  people  back  to  work. 

As  long  as  we  could  see  that  it  looked  like  it  was  moving,  we 
would  not  have  to  wait  until  the  last  day  to  sign.  Obviously,  if 
there  is  controversy  and  the  administration  talks  about  vetoes  or 
anything  of  that  nature,  then  we  have  lost  a  whole  year.  There  is 
no  question  about  it. 

Mr.  Fauntroy.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Fauntroy.  Ms.  Roukema? 
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Ms.  RouKEMA.  Thank  you.  I  think  that  Mr.  Napolitano,  you  have 
partiaUy  answered  one  of  my  questions  concerning  the  fact  that 
the  section  235  program  stimulation,  as  you,  I  think,  have  correctly 
pointed  out,  would  not  be  as  immediately  effective,  as  some  alter- 
native proposals,  in  terms  of  countercyclical  aid  to  the  housing  in- 
dustry. It  would  be  too  late.  It  would  take  2  years  perhaps  for  the 
effects  of  that  kind  of  help  to  be  felt.  Is  that  correct?  Is  that  what 
you  are  agreeing  to? 

Mr.  Napoutano.  Yes. 

Ms.  RouKEBiA.  As  opposed  to  a  program  that  might  promote  the 
use  of  municipal  tax-exempt  revenue  bonds  which  would  have  a 
more  immediate  effect  on  the  housing  industry.  Is  that  correct? 

Mr.  Napoutano.  Yes.  We  are  fostering  revenue  bonds.  We  be- 
lieve that  would  be  helpful.  We  believe  in  235  also,  with  the  recap- 
ture and  the  refinements  that  we  have  proposed  also,  last  year. 

We  believe  that  is  a  viable  program  if  it  can  be  put  through  the 
Congress.  From  what  I  am  able  to  gather  speaking  to  people  on  the 
Hill,  there  is  some  concern  about  that.  And  if  it  is  going  to  be  a 
long,  drawnout,  controversial  issue,  we  are  saying  that  what  is 
being  proposed  with  the  buy-down  seems  to  be  getting  more  sup- 
port on  both  sides  of  the  aisle. 

I  do  not  have  any  indication  from  the  administration  yet.  As  the 
chairman  pointed  out,  we  will  be  meeting  with  the  President  this 
week.  And  I  would  hope  that  after  I  present  it  to  him  also  and 
some  of  his  chief  aides,  that  he  will  look  on  it  very  favorably  as  a 
means  of  getting  people  back  to  work  again,  and  getting  the  econo- 
my moving. 

And  understanding  that  housing  must  lead  the  way  out. 

Ms.  Roukema.  Well,  there  is  a  more  general  problem  that  has  all 
of  us  confounded.  I  do  not  agree  with  the  administration  that  too 
much  money  or  capital  or  credit  has  been  allocated  to  the  housing 
industry.  I  have,  for  that  reason,  sponsored  a  concurrent  resolution 
which  expresses  the  sense  of  Congress  in  opposition  to  any  change 
in  mortgage  interest  rate  deductions. 

I,  nevertheless,  recognize  the  dilemma  that  you  gentlemen  are 
posing  to  us.  Because  on  the  one  hand,  you  have  agreed  that  the 
high  interest  rates  are  directly  connected  with  the  fiscal  and  mone- 
tary policy,  specifically  deficits,  but  you  have  presented  us  with  the 
proposal  here,  that  would  urge  significant  increases  in  cost  to  the 
Grovemment  this  year,  and  succeeding  years,  allocated  to  housing, 
of  a  rather  substantial  nature. 

You  are  recommending  billions  above  the  administration  propos- 
al. The  dilemma,  of  course,  is  for  us  to  face  those  budget  deficits 
and  to  decide  on  the  priorities  here.  Where  do  you  feel  that  you 
can  scale  back  your  reliance  on  the  Federal  program  and  consider 
that  your  ultimate  real  strength  will  be  from  the  reduction  in  in- 
terest rates? 

Mr.  Napoutano.  I  have  been  spending  a  considerable  amount  of 
time  on  the  Hill,  speaking  to  your  colleagues  and  people  in  the  ad- 
ministration. And  I  get  a  sense  and  a  feeling  right  now,  that  there 
are  people  in  the  administration  and  in  the  Congress  who  have  up 
until  now,  felt  that  housing  has  gotten  too  much  of  the  share  of  the 
capital  markets.  I  have  figures  right  here — Federal  Reserve  fig- 
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ures — that  say  that  housing's,  actual  share  of  the  marketplace  has 
gone  down  in  the  capital  markets  in  the  1960's  and  1970's. 

It  is  not  as  high  as  it  used  to  be.  I  believe  that  there  are  those 
who  are  on  the  Hill  who  are  looking  at  this  and  looking  at  housing 
now,  as  a  means  of  moving  this  economy.  And  I  am  a  business 
person,  and  as  a  business  person,  I  know  as  I  just  mentioned,  even 
in  the  section  8  pipeline,  you  must  spend  money  to  make  money. 

And  the  Federal  Government  cannot  take  an  idealistic  position 
to  let  everything  just  go  into  the  free  market,  and  just  let  every- 
body be  equal.  That  would  have  been  fine,  had  the  interest  rates 
come  down  and  had  everything  just  worked  according  to  the  pro- 
grams of  everybody. 

However,  that  is  not  happening.  And  the  only  way  that  you  are 
going  to  stimulate  the  economy  again,  is  to  get  housing  moving 
again. 

One  of  the  Cabinet  Secretaries  I  was  with  about  1  week  ago, 
asked  me  how  can  I  justify  doing  something  for  housing  and  not  for 
other  industries?  By  the  time  I  got  through  talking  about  it,  he  was 
nodding  his  head  and  while  he  did  not  say  yes  to  me,  I  believe  that 
he  agreed  that  you  could  make  a  tremendous  argument  for  housing 
that  you  cannot  make  for  any  other  industry  in  the  country. 

Not  only  for  the  ripple  effect  of  putting  people  back  to  work,  and 
for  what  it  does  throughout  the  economy,  furniture  people,  appli- 
ance people,  the  whole  bit,  but  also,  as  a  basic  necessity  in  tnis 
country,  putting  people  in  decent  shelter.  You  cannot  say  that  for 
any  other  industry  in  this  country. 

Others  are  disposable  items.  We  do  not  import  houses,  we  build 
them  in  this  country,  with  American  labor,  with  American  materi- 
als. You  cannot  make  that  strong  an  argument  for  anyone  else. 

Therefore,  I  believe  that  we  must  spend  some  money.  Now,  the 
amounts  we  are  talking  about  are  not  in  the  billions  on  a  yearly 
basis.  We  are  talking  about  on  a  buy-down  program 

Ms.  RouKEMA.  I  am  sorry,  could  you  please  explain  what  you 
mean  by  buy-down? 

Mr.  Napolitano.  The  buy-down  program  that  is  in  the  bill  that 
Mr.  Patterson  has  and  Mr.  Lugar  has.  I  thought  that  was  what  you 
were  referring  to.  We  are  talking  about  $1  billion  a  year,  the  initial 
cost  about  a  5-year  period.  So,  $5  billion  for  roughly  400,000  to 
500,000  units  that  could  be  built. 

But  the  Government  would  get  a  recapture,  when  the  houses  are 
sold  or  refinanced.  So  that  money  would  come  back  to  the  Grovem- 
ment  for  the  most  part.  Plus  you  are  putting  roughly  a  half-million 
people  back  to  work  who  are  now  unemployed  just  in  the  construc- 
tion industry.  And  that  relates  to  about  $12  or  $13  billion  that  the 
Federal  Government  will  save  in  either  getting  an  income,  or  in 
taxes,  or  they  will  save  on  unemployment  insurance  or  in  other 
benefits  that  go  out. 

So  I  see  the  Government  making  money  and  not  losing  money  on 
these  programs. 

Ms.  RouKEMA.  I  yield  to  the  ranking  minority  Member,  Mr.  Stan- 
ton. 

Mr.  Stanton.  Marge,  I  appreciate  your  yielding.  You  did  allude 
to  the  235  program  earlier.  The  chairman  has  had  a  bill  in  for  sev- 
eral weeks  now,  that  would  extend  the  deadline  for  the  assistance 
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of  that  progranL,  which  is  set  to  expire  on  March  31, 1  think  it  is,  to 
the  end  of  this  fiscal  3^ear. 

This  would  be  an  extension  of  the  program,  which  seems  to  be 
justified  because  of  the  weather  in  our  area  and  other  places. 
There  would  be  no  additional  moneys  for  the  program,  just  an  ex- 
tension. 

He  asked  me  to  check  on  that,  and  we  have  not  heard  back  from 
OMB.  But  as  long  as  there  is  no  additional  money,  I  think  that  we 
should  just  go  ahead  and  do  it.  I  think  it  would  be  in  keeping  with 
what  you  are  talking  about  earlier. 

It  would  just  make  sense.  So,  we  would  support  you  on  that. 

Chairman  Gonzalez.  I  do  appreciate  that,  more  than  I  can  tell 
you  in  words,  because  we  are  going  to  have  to  go  on  the  suspension 
calendar.  We  feel  the  same  way.  There  is  no  reason  why  it  would 
be  controversial,  there  is  no  money  involved,  no  additional  money 
of  any  kind.  And  it  is  the  program  that  is  working. 

And  so  we  are  deeply  grateful. 

Mr.  Stanton.  Well,  unless  we  get  shot  down  by  Mr.  Stockman, 
now,  you  are  from  Texas,  so  you  can  bring  your  two  guns. 

Chairman  Gonzalez.  You  probably  know  Mr.  Stockman,  better 
than  I  do. 

Mr.  Stanton.  Let  us  not  get  into  that  now.  [Laughter.] 

Chairman  Gonzalez.  What  I  am  sajring  is  if  this  is  the  word  that 
is  being  waited  on,  then  we  may  be  compelled  to  wait  beyond  the 
time  that  we  have  got  to  act. 

But  actually,  there  is  no  reason  why  from  the  OMB  standpoint 
there  should  be  objections.  Because  as  I  say,  it  does  not  involve  any 
budgetary  outlay  of  any  additional  kind.  And  we  are  asking  that  it 
be  extended  to  the  end  of  the  fiscal  year,  September  30.  So  I  deeply 
appreciate  it. 

And  it  is  really  something  that  we  should  get  together  over. 

Ms.  Roukema.  I  have  no  further  questions,  unless  any  of  the 
other  gentlemen  would  like  to  speak  to  the  subject. 

[No  response.] 

Chairman  Gonzalez.  Thank  you.  Mr.  Patterson? 

Mr.  Patterson.  Thank  you,  Mr.  Chairman. 

And  Mr.  Napolitano,  I  want  to  thank  you  for  plugging  my  bill, 
which  I  think  that  you  have  done  very  ably  this  morning. 

The  bill  I  introduced  yesterday  has  a  number.  It  is  H.R.  5834.  It 
is  called  the  Family  Housing  Production  Act.  And  I  particularly 
mention  that  for  Mr.  Gourley  and  Mr.  Laguarta.  Not  that  you 
could  comment  on  it  today. 

But,  I  think  that  I  concur  in  the  testimony  that  each  of  you  have 
given  this  morning  and  I  have  had  other  talks  with  you  from  time 
to  time.  You  know  that  I  am  desperately  concerned  about  resolving 
the  housing  problem  of  this  country. 

And  that  the  matter  is,  in  fact,  in  a  state  of  emergency.  And  that 
that  emergency,  for  whatever  reason,  we  can  talk  about  high  inter- 
est rates,  and  the  recession  and  whether  the  homebuilders  will  be 
building  homes. 

If  they  are  not  building  them,  who  will?  When  interest  rates  do 
come  down,  whether  mortgage  lenders  are  going  to  be  lending. 
Whether  savings  and  loans  and  mutual  savings  banks  are  going  to 
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be  around  to  lend,  or  whether  the  need  for  survival  will  be  at  a 
higher  level  than  the  public  interest  of  housing. 

With  that  kind  of  background,  the  bill  that  I  did  introduce  ad- 
dresses the  matter  as  an  emergency.  It  provides  up  to  4-percent 
rate  reduction  for  a  period  of  5  years.  In  the  fifth  year,  the  assist- 
ance would  zero  out.  There  would  be  no  interest  rate  reduction 
beyond  that  time. 

There  would  be  an  increase  in  payments  each  year  which  would 
be  applied  against  the  principal.  So  it  is  a  GEM  type  of  mortgage,  a 
growing  equity  mortgage. 

And  it  has  a  recapture  provision,  which  would  mean  that  the 
Government  would  receive  the  money  back  it  put  into  it. 

I  frankly  think  that  it  has  great  potential.  That  it  keeps  us  in 
the  business,  if  you  will,  of  building  houses  and  making  housing 
available  to  home  buyers  at  a  price  that  they  can  afford.  If  interest 
rates  are  going  to  be  16  percent,  as  most  of  the  testimony  has  indi- 
cated— maybe  dropping  to  15  and  then  going  back  to  16  percent, 
throughout  this  year — I  really  question  if  we  can  keep  the  housing 
industry  going  into  next  year. 

But,  if  my  bill  did  pass,  and  we  did  subsidize  interest  rates  down 
to  say,  12  percent,  a  much  broader  horizon  of  people  would  qualify 
to  buy  those  homes,  this  would  stimulate  the  economy,  put  people 
back  to  work,  keep  the  homebuilders  building,  keep  the  realtors 
selling  homes,  and  allow  the  mortgage  lenders  to  continue  to  lend. 

I  would  ask  any  of  my  colleagues  here,  who  want  to  cosponsor  it, 
to  see  me  at  any  time.  I  am  seeking  cosponsorship  of  the  bill. 

The  question  I  would  ask  of  you  gentlemen  is:  Is  there  anything 
wrong  with  this  kind  of  approach?  Mr.  Napolitano  has  testified  in 
favor  of  it.  Each  of  you  have  testified  in  favor  of  some  programs 
and  in  opposition  to  others,  but  if  there  is  anything  that  the  admin- 
istration has  really  got  to  hear,  it  is  unanimity.  Those  need  to  hear 
that  you,  who  are  in  the  industry,  stand  behind  policies  that  mean 
the  same  thing  across  the  board. 

You  know,  if  we  had  the  savings  and  loans  and  mutual  savings 
banks  here,  we  would  literally  have  everybody  involved  that  pro- 
duces housing. 

So  Mr.  Gourley  or  Mr.  Laguarta,  do  you  have  any  comments  that 
you  would  like  to  make?  Any  questions  that  you  would  like  to  ask? 

Mr.  Laguarta.  Congressman  Patterson,  we  have  not  yet  had  an 
opportunity  to  research  the  bill.  But  we  have  had  some  advance 
warning  of  the  general  nature  of  the  bill  and,  clearly,  we  believe 
that  the  bill  addresses  part  of  the  problem,  which  is  the  emergency 
nature  of  the  problem  that  the  housing  industry  finds  itself  in.  And 
particularly,  deals  with  that  problem  of  interest  rates,  which  is 
keeping  a  large  number  of  people  out  of  the  market  place,  keeping 
inventory  on  the  shelf,  keeping  product  from  being  produced. 

I  have  had  the  same  opportunity  as  Fred  has  had,  to  be  before 
many  of  you,  here  in  Washington,  and  people  from  the  administra- 
tion, also,  and  there  seems  to  be  no  consensus,  no  clear  cut  line. 

Most  people  in  Congress  recognize  that  there  is  a  problem  in 
housing.  But  there  seems  to  be  about  as  many  solutions  as  to  how 
to  get  at  that  problem  as  there  are  degrees  on  a  compass. 

And  the  one  thing  that  we  keep  hearing,  in  our  meetings  with 
your  colleagues,  Congressman  Patterson,  is  that  there  is  this  over- 
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riding,  big,  black  cloud  of  the  deficit  that  must  be  gotten  at,  that  is 
hanging  over  the  head  of  everyone. 

And  so,  what  we  are  hearing,  is  that  spending  programs,  per  se, 
are  going  to  be  doggone  difficult  to  get  through.  And  now,  that  is 
why  we  have  targeted  our  programs  into  areas  that  do  not  get  into 
heavily  involved  spending  programs.  And  deal  with  support  of  the 
expansion  of  the  mortgage  bond,  municipal  bond  program,  which  is 
already  in  the  fiscal  year  1982  or  1983  budget,  which  would  also 
bring  down  interest  rates,  if  in  fact,  you  could  clear  out  the  arbi- 
trage problems  and  the  technical  problems  that  are  keeping  the 
underwriter  from  getting  at  those. 

From  what  we  understand,  a  large  number  of  units,  could  be 
then  marketed  which  would  be  some  of  Mr.  Napolitano's  members 
products  that  are  sitting  there  on  the  shelf,  because  the  buyers 
would  then  avail  themselves  of  the  interest  rates  that  are  charged 
by  the  tax  free  aspects  of  the  issuing  authority,  be  that  a  housing 
group  in  a  municipality  or  the  city  itself  or  the  State  or  whatever 
it  may  be. 

So,  it  is  an  approach  that  would  get  the  interest  rates  down. 
Mortgage  tax  credit  is  another.  A  buy-down  program  is  a  third. 

But  clearly,  that  is  the  problem  and  it  seems  to  be  that  everyone 
recognizes  the  problem,  but  nobody  has  a  consensus  as  far  as  solu- 
tions are  concerned.  And  I  agree  with  you,  that  unless  we  are  to- 
gether, and  come  down  on  a  program,  we  are  not  going  to  get  an 
answer. 

Chairman  Gonzalez.  Will  the  gentleman  yield  on  that  point? 

Mr.  Patterson.  Certainly. 

Chairman  Gonzalez.  The  gentleman's  time  is  up,  but  I  did  want 
to  say  this:  You  do  have  a  consensus.  This  is  the  bill  that  we  are 
calling  a  hearing  on,  H.R.  5731,  at  least  on  the  majority  side,  which 
Mr.  Patterson,  himself,  has  approved.  Because  it  is  consistent  with 
the  fiscal  and  with  the  budgetary  exigencies. 

I  am  really  urging  support,  as  much  as  you  can  give,  in  order  to 
seek  that  consensus,  successfully  applied  in  the  legislative  process. 

It  is  always  a  time-consuming  process,  but  time  is  of  the  essence 
at  this  point.  And  I  think  that  this  is  the  minimal.  And  it  is  a  com- 
prehensive bill. 

It  was  crafted,  after  months  of  hearings,  last  year.  And  after 
weeks  of  actual  drafting  process,  and  always  in  the  most  intimate 
contact  with  the  Budget  Committee.  And  presented  to  my  col- 
leagues, at  least  on  the  majority  side,  because  if  we  could  not  get 
consensus,  why  there  was  no  use  doing  anything,  on  that  basis. 

So,  that  I  am,  again,  imploring  you  gentlemen,  to  seriously  con- 
sider this  H.R.  5731  and  see  if  you  can  give  it  your  wholehearted 
approval.  That  is  the  best  way,  and  Mr.  Patterson  is  correct,  that 
we  are  going  to  be  able  to  stimulate  support  up  here. 

And  I  am  sorry  to  have  interjected,  but  since  I  did,  Mr.  Stanton? 

Mr.  Stanton.  I  apologize  to  the  members  for  going  out  of  turn, 
but  you  have  commented  that  Mr.  Patterson's  time  is  up  and  that 
his  proposal  is  not  the  best  way. 

I  think  that  the  realities  of  life,  as  I  look  at  it,  is  that  what  you 
need  is  a  stimulus  in  the  homebuilding  and  real  estate  business 
that  you  can  get  started  this  spring.  Now,  am  I  wrong  gentlemen? 
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Now,  you  start  out  with  a  program,  with  the  chairman's  pro- 
gram, your  program,  we  will  not  get  into  the  merits  of  such  pro- 
grams here.  But,  I  do  not  think  that  you  can  confuse  the  l^islative 
process,  as  I  understand  it,  and  the  rest  of  it.  Recognizing  that 
there  is  some  opposition  along  the  way  in  the  other  body,  or  in  this 
body,  and  take  into  consideration  that  it  takes  5  to  6  months  after 
you  pass  something  around  this  place,  to  cross  the  t's  and  dot  the 
i's  and  distribute  it  out  through  the  bureaucracy  for  comments  it 
would  take  6  months  at  the  minimum  to  develop  regulations. 

I  do  not  think  that  we  should  kid  ourselves  about  new  housing 
programs  starting  from  scratch  at  this  time,  in  late  spring  of  1982, 
being  onboard  before  a  year  from  now. 

I  have  been  down  that  road  so  many  times,  with  Brooks-Cranston 
and  other  programs.  I  have  seen  these  things,  and  I  sincerely  hope 
that  we  are  well  on  the  way  to  recovery,  before  such  things  take 
place. 

It  just  does  not  seem  physically  possible  to  do  it.  But,  I  think  that 
there  are  suggestions  that  come  about  in  which  I  go  along  with  Mr. 
Patterson,  that  we  could  get  together  on  such  as  in  the  bond 
market,  and  the  implementations  that  can  be  done  through  the  ex- 
ecutive branch,  regulations  and  so  forth  that  can  be  a  stimulus. 

I  had  to  make  that  statement,  because  there  are  other  routes  to 
do  it. 

Chairman  Gonzalez.  But  I  still  do  not  understand,  because  you 
are  talking  about  some  instant  solution  that  does  not  entail  this 
process  that  must  start  now. 

Of  course,  we  know  that  even  if  you  cranked  up  the  machine 
today,  you  could  not  get  any  results  until  October,  but  we  do  not 
have  that. 

I  mean,  what  are  we  talking  about  then?  We  are  talking  about 
legislation.  We  know  that  unless  the  Congress  performs  a  1941  Act 
of  War  in  3  minutes,  that  we  have  to  start  sometime,  and  conceive 
of  the  greatest  possibility  of  getting  consensus  on  a  minimal  pro- 
gram as  possible,  which  is  what  I  think 

Mr.  Stanton.  Well,  we  have  a  lot  of  people  waiting  to  ask  ques- 
tions here,  so  I  do  not  want  to  infringe  anymore  on  the  time,  but  I 
just  wanted  to  bring  out  one  example. 

I  was  just  reading  here  that  there  is  one  means  of  recovery,  if 
Congress  and  the  administration  will  act,  and  that  is  the  Mortgage 
Revenue  Bond  Tax  Act  of  1980,  amendments  to  which  are  in  con- 
ference. 

Now,  I  just  think  that  there  are  things  that  we  could  explore  and 
look  at,  Mr.  Chairman.  And  that  is  what  I  had  in  mind.  But  I  have 
taken  up  an  awful  lot  of  time. 

Mr.  Patterson.  Mr.  Chairman,  I  realize  that  my  time  has  ex- 
pired, but  I  just  wanted  to  throw  a  little  bit  into  the  conversation 
here,  that  the  bill  is  a  $5  billion  bill;  $1  billion  per  year,  it  would 
return  approximately  $5.6  billion  in  revenues  to  Federal,  State, 
and  local  treasuries.  And  that  is  not  to  mention  the  fact  that  the 
assistance  is  all  recaptured  when  each  home  is  sold. 

So  it  is  a  stimulus  bill.  It  would  be  a  spending  bill  and  it  would 
cost  money  this  year,  but  I  think  that  it  would  return  to  the  Treas- 
ury as  well.  Thank  you. 
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Channnan  Gonzalez.  Thank  3^011.  and  ii«  apcdogize  to  the  other 
monb^s.  Mr.  Wwtley? 

Bfr.  WoKTLET.  Thank  vou,  Mr.  Chairman. 

ILR  OtfSl  authorizes  about  S3.5  billion  for  section  235  homeown- 
ers program  to  provide  subsidies  to  reduce  the  mortgage  interest 
rate,  down  to  9Vx  percent. 

If  I  understood  you,  Mr.  Napolitana  you  were  supporting  that, 
correct? 

Mr.  Napoutano.  Yes.  we  are  supporting  that  concept,  providing 
that  is  not  the  only  thing  that  we  come  out  with.  If  we  come  out 
with  just  secticm  235  on  that  basis,  I  believe  that,  first  of  all,  it  is 
goiiig  to  be  a  long  battle  to  get  it  through,  because  of  the  dollars 
involved,  and  it  is  not  going  to  produce  enough  units  to  make  it 
viable. 

Mr.  WosTLEY.  You  say  that  you  have  to  get  the  rate  down  to  9V& 
percent.  Mr.  Gourley,  in  his  testimony,  says  that  you  only  need  a 
rate  of  about  12  or  13  percent  to  create  the  stimulus  in  the  market- 
place. 

Mr.  Napoutano.  Sir,  if  I  could  correct  you,  I  did  not  say  9V^  per- 
cent in  any  of  my  testimony.  That  is  what  the  bill  calls  for. 

I  think  that  Mr.  Gourley  is  ri^t.  At  12  percent,  an  11-  to  12-per- 
cent figure,  will  be  enough  of  a  stimulus  to  get  enough  people  back 
into  the  marketplace  to  keep  housing  viable.  It  will  not  solve  all  of 
the  problems.  We  will  not  build  2  imllion  units  a  year,  but  it  will 
be  enough  to  keep  it  viable. 

Mr.  WosTLEY.  Would  you  like  to  see  this  admended  to  put  the 
rate  up  to  around  12  or  13  percent? 

Mr.  Napoutano.  No,  I  could  not  say  that  at  the  moment,  be- 
cause I 

Mr.  WoRTLEY.  Well,  if  we  only  had  to  subsidize  the  interest  rates 
down  to  12  or  13  percent,  we  would  in  fact,  get  a  greater  return 
and  more  activity  in  the  marketplace,  which,  I  think,  is  something 
that  your  industry  would  be  in  favor  of  Am  I  correct? 

Mr.  Napoutano.  TTiat  is  correct,  sir. 

Mr.  WoRTLEY.  So,  you  and  Mr.  Grourley,  then,  are  somewhat 
tuned  in  on  the  same  wavelength  and  would  be  agreeable  to  an 
amendment  to  this  legislation  that  would  call  for  a  rate  around  12 
or  13  percent? 

Mr.  Napoutano.  I  believe,  speaking  for  myself,  that  we  know 
the  marketplace,  and  at  the  moment,  a  12-percent  figure  would 
bring  enough  people  back  to  keep  us  viable. 

Mr.  WoRTLEY.  So  we  do  not,  in  fact,  have  to  subsidize  this  rate 
down  to  9  percent  to  get  this  industry  rolling  again.  Am  I  correct? 

Mr.  Gourley.  Well,  answering  strictly  from  our  industry,  we 
have  seen,  through  the  last  several  months,  that  each  time  that  the 
rates  have  ticked  down,  just  a  little  bit,  from  16  Vi  to  15  Vi,  it  opens 
up  a  little  additional  market. 

And  we  have  had  numerous  realtors  and  homebuilders  say,  "If  it 
were  only  under  14  percent".  Which,  you  know,  is  sort  of  ridicu- 
lous, in  looking  at  the  historic  level  of  rates,  but  I  think  that  if  the 
rates  got  down  to  13  percent,  that  there  could  be  a  tremendous 
market. 

We  know  that  would  be  from  just  one  thing.  And  that  is  monthly 
payments  and  people  qualifying  for  loans.  That  is  one  of  the  rea- 
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sons  that  we  suggested  12  to  13  percent  would  be  a  level  that  would 
open  up  the  market. 

I  think  that  the  salesmen  here  need  to  respond  to  that.  We  look 
at  it  as  mortgage  bankers. 

Mr.  WoRTLEY.  About  the  salesmen 

Mr.  Laguarta.  If  I  could  go  back  to  my  people,  with  an  over- 
night 12-percent  rate,  they  would  be  dancing  in  the  streets. 

Mr.  WoRTLEY.  Let  me  go  back  to  Mr.  Gourley  for  just  a  second. 

How  do  you  feel  about  freeing  up  pension  funds  for  more  home 
mortgage  money.  Would  that  be  good  for  your  industry? 

Mr.  Gourley.  Well,  that  source  of  funds  is  an  absolute  necessity. 
It  is  the  largest  single  source  of  funds  out  there  for  the  mortgage 
industry,  or  for  any  other  investors,  and  those  funds  are  growing  so 
rapidly  that  it  is  an  absolute  must  that  the  housing  industry  find 
ways  to  tap  that  money. 

One  of  the  things  obviously,  that  has  happened  fairly  recently, 
has  been  legislation  or  an  administrative  edict,  that  sa3rs  certain 
pension  funds  can  invest  in  conventional  mortgages  and  there  cer- 
tainly needs  to  be  a  freeing  up  of  those  funds. 

Mr.  WoRTLEY.  How  much  of  those  funds  is  now  being  used  in  the 
home  mortgage  market?  What  percentage? 

Mr.  Gourley.  It  is  relatively  small.  It  is  so  small  as  to  be — it  is 
less  than  1  percent. 

Mr.  Wortley.  Less  than  1  percent? 

Mr.  Gourley.  Right.  It  is  a  very  small  amount. 

Mr.  Wortley.  This  would  be  a  big  step  in  the  right  direction? 

Mr.  Gourley.  Yes.  We  need  to  educate  that  industry.  That  is 
what  we  have  to  do.  We  have  to — there  are  a  lot  of  pension  advi- 
sors that  have  not  had  the  freedom  to  invest. 

Now,  with  some  opening  up  of  this  freedom  to  invest  we  need  to 
educate  them,  but  there  also  needs  to  be  more  freedom  given  on 
their  right  to  invest  in  home  mortgages. 

Mr.  NAPOLrrANO.  May  I  interject.  One  of  the  thing:s  that  we  have 
to  be  very  careful  of  is  that  if  we  believe  just  opening  up  pension 
funds  is  all  of  a  sudden  just  going  to  be  the  Utopia,  well,  you  are 
wrong.  It  does  take  time,  as  my  colleague  has  just  said,  to  educate 
pension  advisors  that  home  mortgages  are  good  investments. 

And  we  need  to  start  on  that  immediately,  but  you  will  not  stim- 
ulate housing  overnight  by  opening  up  pension  funds. 

Mr.  Wortley.  Thank  you,  very  much.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Wortley.  Mr.  Lundine? 

Mr.  Lundine.  Thank  you,  Mr.  Chairman. 

Mr.  Napolitano,  I  really  appreciated  the  part  of  your  testimony, 
both  today  and  in  your  written  testimony,  regarding  rural  housing. 

I  believe  that  there  is  an  even  greater  crisis  in  terms  of  financing 
housing  in  rural  areas  than  there  is  elsewhere  in  America.  Have 
you  or  the  realtors,  either  one,  experienced  the  problem,  not  only 
with  the  recommendations  of  the  funding  levels  for  Farmers  Home 
Administration,  but  with  extreme  delays  in  processing,  often 
blamed  on  shortage  of  field  staff,  up  to  six  or  seven  months  to  proc- 
ess a  section  502  Farmers  Home  Administration  loan? 

Mr.  Napolitano.  Yes.  To  answer  your  question,  we  have  had 
some  200  builders  in  here  just  in  the  past  week  or  so  on  rural  hous- 
ing. That  is  all  that  they  do,  just  build  rural  housing.  And  that  was 
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one  of  the  main  problems  that  they  have  had— the  time  delays  that 
they  are  experiencing. 

We  can  document  that  for  you,  and  submit  some  information  on 
that. 

[At  the  request  of  Congressman  Lundine,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr.  Napo- 
litano:] 

Improving  Servicing  and  Processing 

Our  Task  Force  reviewed  the  servicing  and  processing  of  FmHA  and  has  made 
several  recommendations  to  make  housing  more  affordable,  reduce  costly  delays  and 
allow  the  work  force  of  FmHA  to  concentrate  on  problem  areas  such  as  delinquen- 
cies. 

To  summarize,  our  recommendations  are: 

Higher  FHA/VA  approved  inspectors  on  a  fee  basis; 

Higher  FHA/VA  approved  appraisers  on  a  fee  basis; 

Higher  private  collectors; 

Higher  private  attorneys  to  handle  foreclosures. 

Mr.  Lundine.  I  would  appreciate  that.  Is  there  any  statistical 
evidence  on  the  number  of  new  housing  starts  in  rural  as  opposed 
to  suburban  and  urban  areas? 

Mr.  Napoutano.  I  am  told  that  we  do  not  have  any  statistics  on 
that. 

Mr.  Lundine.  Turning  to  a  different  subject.  The  two  of  you  tes- 
tified with  respect  to  this  proposal  to  Freddy  Mac  into  a  Govern- 
ment chartered  privately  owned  corporation.  I  would  like  you  to 
explain  simply,  why  you  are  in  favor  of  it.  What  the  practical  ad- 
vantages are,  what  you  think  the  cost  is?  And  then  at  the  end,  I 
would  like  to  try  to  understand  who  is  opposed  to  it? 

I  realize  that  if  you  are  in  favor  of  it,  that  may  be  an  odd  ques- 
tion. But  I  do  not  really  understand  the  issue  well  enough.  Could 
you  enlighten  me? 

Mr.  GouRLEY.  The  reason  that  we  are  major  supporters  of  the 
privitization  of  Freddy  Mac  is  that  we  feel  that  in  the  total  financ- 
mg  industry,  there  is  need  for  competition.  We  have  found  through 
the  years,  that  obviously  the  more  competition,  the  better,  as  long 
as  it  is  fair  competiton. 

The  development  of  Fannie  Mae  has  been  one  of  the  most  impor- 
tant things  for  housing  over  a  number  of  years,  and  the  standardi- 
zation of  documents  and  the  handling  in  the  secondary  market,  na- 
tionwide. 

But  with  the  advent  of  the  Federal  Home  Loan  Mortgage  Corpo- 
ration, this  introduced  a  competitive  nature  that  we  think  has 
helped.  It  has  helped  Fannie  Mae.  Fannie  Mae  today,  certainlv  has 
its  major  problems.  But  it  has  helped  in  the  development  of  new 
programs  throughout  the  country. 

It  would  not  have  been  available  if  you  had  the  monopoly  of  one 
major  institution,  like  Fannie  Mae,  we  believe. 

And  we  think  that  it  will  help  speed  up  the  process  of  developing 
a  workable,  conventional  mortgage-backed  security,  which  is  the 
ultimate  answer  to  minimizing  the  need  for  Ginnie  Mae,  which  can 
not  be  slowed  now.  Ultimately  the  development  of  Freddy  Mac 
along  with  Fannie  Mae  will  speed  up  the  process  of  getting  a  con- 
ventional mortgage-backed  security  program  working  and  accept- 
able throughout  the  country. 
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Mr.  Laguarta.  We  did  not  testify  verbally,  and  our  written  testi- 
mony supports  the  privitization,  if  you  will,  of  Freddy  Mac,  for  the 
same  purposes  that  the  MBA 

Mr.  LuNDiNE.  And  it  does  not  have  any  costs,  as  I  understand  it? 
There  is  no  cost  to  the  Federal  Government? 

Mr.  Laguarta.  No. 

Mr.  GouRLEY.  No. 

Mr.  LuNDiNE.  Can  you  tell  me  what  the  issue  is?  Who  is  opposed 
to  it? 

Mr.  GouRLEY.  The  issue  raised  by  some  is  that  there  is  no  need 
for  two  similar  secondary  market  facilities.  Because  we  have  a 
Fannie  Mae,  we  do  not  need  a  Freddie  Mac.  And  we  say  that  is  not 
so.  As  a  matter  of  fact,  that  with  the  problems  with  Fannie  Mae, 
we  need  both  of  them  out  there  and  competing.  And  we  think  that 
it  is  very,  very  healthy. 

Mr.  LuNDiNE.  Thank  you.  Now,  I  would  like  to  turn  to  one  other 
subject,  and  ask  any  member  of  the  panel,  whether  you  have  stud- 
ied the  possibility  of  meeting  some  of  our  housing  financing  needs 
through,  what  are  termed,  price  level  adjusted  mortgages,  or  nick- 
named, I  guess,  real  dollar  mortgages,  where  the  amount  due  is  in- 
dexed to  inflation? 

I  mean  that  the  principal  amount  is  not  just  an  adjustable  rate 
mortgage.  The  notion  has  been  suggested  to  me,  and  I  am  intrigued 
by  the  evidence  that  it  has  worked  in  some  limited  circumstances, 
that  if  we  were  to  allow  an  indexed  savings  instrument,  let  us  say, 
at  2-percent-plus  inflation,  and  allow  or  support  in  some  fashion,  by 
removing  maybe  some  obstacles  to  the  practicality  of  an  indexed 
mortgage  instrument,  that  of,  let  us  say,  4-percent  interest  plus  in- 
flation, that  a  whole  lot  of  people,  because  of  the  low  payment 
levels,  for  the  first  9  years,  of  a  typical  30-year  mortgage,  would  be 
able  to  afford  housing. 

Have  any  of  you  looked  at  this  or  do  you  have  any  opinions,  or 
any  remarks  to  make  about  it? 

Mr.  Laguarta.  We  have  approached  it  from  an  academic  stand- 
point. Congressman. 

However,  one  of  the  problems  that  we  have  with  it  is,  if  you  look 
to  the  effect  of  indexing,  it  encourages,  at  least  it  encourages  the 
fact  that  you  cannot  deal  with  inflation,  that  you  accept  inflation, 
and  that  it  is  going  to  be  with  us  forever,  and  do  not  try  to  fight  it, 
join  it. 

And  on  that  basis,  we  are  not  prepared  to  give  up  the  fight  on 
inflation,  at  this  point.  And  therefore,  our  attempts  to  deal  with  it 
have  only  been  academic  in  nature  and  we  really  have  not  tried  to 
run  any  numbers  on  it. 

Mr.  LuNDiNE.  Not  to  be  argumentative,  but  did  you  support  the 
idea  of  indexing  the  income  tax? 

Mr.  Laguarta.  I  believe  that  we  did,  yes,  sir. 

Mr.  LuNDiNE.  Do  any  of  you  have  any  other  comments? 

Mr.  Napolitano.  We  have  not  analyzed  it  in  any  way,  so  I  can 
not  give  you  any  feasible  answer,  however,  if  it  is  based  similar  to 
what  the  adjustable  rate  mortgages  are,  that  are  out  there,  they 
are  not  being  accepted  very  widely.  And  I  am  afraid  that  would 
have  the  same  effect  on  where  the  people  do  not  know  what  their 
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pa3mfients  are  going  to  be,  they  are  not  reasonably  secure  in  it,  and 
I  think  that  we  would  have  difficulty  in  selling  something  like  that. 

Mr.  LuNDiNE.  My  time  has  expired.  Let  me  just  invite  any  of 
you,  because  I  really  am  not  advocating  it,  what  I  am  doing  is,  I  am 
interested  in  finding  out  more  about  it.  If  any  of  your  associations 
have  anything  in  writing  on  this  subject,  it  need  not  even  necessar- 
ily be  a  part  of  this  hearing  record,  but  I  would  appreciate  hearing 
from  you. 

Mr.  GouRLEY.  The  mortgage  bankers  will  certainly  address  that. 
I  am  glad  your  time  expired  before  I  could  answer  the  question. 
[Laughter.] 

Chairman  Gonzalez.  Also,  let  me  interject  something  here,  Mr. 
Lundine,  because  I  noticed  that  you  asked  a  question. 

There  are  statistics,  but  they  are  not  broken  down  in  the  way 
that  you  suggested,  that  is,  suburban  versus  rural.  You  have  metro- 
politan, nonmetropolitan,  which  is  about  as  near  as  you  can  get.  At 
the  nonmetropolitan  also,  there  is  a  breakdown  there. 

And  the  reason  that  I  know  that  is  that  I  was  making  an  inquiry 
about  1  month  ago.  The  figures  there  are  also  very  dreary.  I  think 
that  they  parallel  the  picture  which  is  somewhat  better  than  43- 
percent  reduction.  They  parallel  that  or  maybe  a  little  bit  more  in 
what  would  be  defined  normally  as  rural  or  nonmetropolitan. 

Mr.  Lundine.  That  is  of  housing  starts? 

Chairman  Gonzalez.  Yes. 

Mr.  Lundine.  That  would  be  very  interesting  if  the  staff  could 
prepare  that  for  us. 

Somewhere  here,  in  one  of  the  written  testimonies,  was  a  table 
showing  just  the  number  of  housing  starts  over  the  last  5  years  or 
something  like  that.  It  would  be  interesting  to  see  that  broken  out 
in  metropolitan,  nonmetropolitan  to  see  if  there  is  any  difference. 

Chairman  Gonzalez.  We  would  be  glad  to.  As  a  matter  of  fact, 
the  National  Association  of  Home  Builders  probably  has  one  of  the 
best  economic  sections.  I  am  sure  that  they  have  it  broken  down 
that  way. 

Mr.  Napoutano.  I  think  that  we  could  break  it  down  that  way, 
for  you,  Mr.  Chairman. 

[At  the  request  of  Congressman  Lundine,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr.  Napo- 
litano:] 

Response  Received  From  Mr.  Napoutano 

In  1981,  some  412,800,  or  37.4  percent,  of  total  housing  starts  were  govemment- 
aasisted.  Of  this,  64,900  housing  starts  were  subsidized  by  the  FmHA.  This  repre- 
sents 19.8  percent  of  the  326,800  housing  starts  in  nonmetropolitan  areas. 

Chairman  Gonzalez.  Anyway,  thank  you.  Mr.  Vento,  thank  you 
for  your  patience. 

Mr.  Vento.  Thank  you,  Mr.  Chairman. 

I  looked  over  all  of  the  statements  and  I  found  them  interesting 
and  I  think  that  at  least  there  is  a  consensus  developing  that  some- 
thing needs  to  be  done. 

But  the  problem  is  that  you  supported  the  1982  budget  to  some 
extent,  not  I  guess  totally.  Now,  really  what  you  are  asking  for  is 
some  modification  of  the  1982  budget. 
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But  the  administration  is  coming  back  and  sa3dng,  yes,  we  do. 
And  therefore,  we  are  going  to  cut  back  on  everything  in  the  pipe- 
line. We  are  going  to  cut  back  on  section  8.  Most  of  the  section  8  is 
going  for  rent  supplement  conversion  for  public  housing,  a  little  bit 
for  the  202  program  which  incidentally  is  being  cut;  the  fact  of  the 
matter  is  that  the  budget  that  has  been  submitted  to  us,  talks 
about  the  immediate  thing,  and  we  have  actually  a  falling  back 
from  the  commitments  of  1982. 

And  I  just  wanted  to  point  that  out  to  you.  We  are  talking  about 
how  we  can  better  allocate  about  the  same  amount  of  resources  in 
1983  and  that  is  to  be  debated. 

But,  the  immediate  action  really  would  be  to  just  maintain  the 
commitments  that  we  have  made.  It  is  a  very  bad  time  to  cut  back 
on  the  commitments  that  have  already  been  made. 

The  pipeline  changes  that  have  been  made  can  be  reconsidered, 
and  that  is  really  the  most  immediate  thing  that  we  can  do,  other 
than  additional  commitments  like  the  revenue  bond  change  which 
I  favor. 

The  real  question  that  we  talk  about  in  the  National  Grovem- 
ment,  is  whether  or  not  the  National  Government  is  going  to  have 
any  role  in  terms  of  assisting  home  construction,  ownership,  and 
shelter  in  the  future. 

That  is  really  what  the  question  is,  because  indeed  the  adminis- 
tration's budget  next  year,  if  you  had  any  doubt,  is  minus  46,000 
units  of  assisted  housing. 

That  is  where  they  are  going  and  in  5  years  there  is  going  to  be 
no  program  in  terms  of  assisted  housing.  AH  we  are  going  to  be  left 
with  is  the  programs  that  require  funding. 

I  mean,  if  you  are  going  to  take  a  message  to  the  White  House 
this  week,  I  sure  hope  that  that  is  the  context  that  we  understand 
what  is  happening  here,  because  that  is  exactly  what  is  happening 
here. 

Now,  obviously  this  economic  program  is  not  doing  what  it  is 
supposed  to  do.  We  will  not  debate  about  why  we  are  here,  but  we 
are  here  and  it  is  a  positive  indication  that  you  are  asking  how  are 
we  going  to  get  out  of  this  particular  dilemma. 

And  I  think  that  we  ought  to  try  and  recognize  that  at  the  least 
there  ought  to  be  the  commitments  kept,  in  terms  of  pipeline  reve- 
nue programs.  You  cannot  fight  this  depression  in  the  housing  in- 
dustry with  nothing  and  that  is  basically  what  the  administration 
is  saying,  cutting  back  in  every  single  commitment,  practically. 
There  is  no  production  in  that  budget,  and  the  rehabilitation  pro- 
gram provides  an  inadequate  amount  in  terms  of  rehabilitation; 
there  is  really  nothing  there. 

They  are  offering  you  really  nothing,  and  they  are  cutting  back 
on  the  commitments  that  have  already  been  made.  You  have  to  un- 
derstand that,  maybe  you  do  not  want  to  say  it,  because  you  repre- 
sent a  lot  of  folks,  but  I  can  say  it.  And  I  think  that  we  ought  to 
try  and  get  that  message  through  to  the  administration  in  terms  of 
where  we  are  going. 

Let  me  ask  a  number  of  specific  questions,  unless  any  of  you 
have  a  comment  with  respect  to  what  I  have  said. 
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Mr.  Gourley,  you  talk  about  the  pension  program  and  pointed 
out  that  conventional  loans  are  only  involved  to  the  extent  of  about 
1  percent. 

Is  not  a  good  deal  of  that  money  being  used  to  buy  some  paper  in 
the  secondary  market,  so  it  is  not  necessarily  accurate  to  say  that 
none  of  it  is  involved  in  stimulation,  or  support  of  housing  con- 
struction, is  it? 

Mr.  Gourley.  No,  I  do  not  think  that  we  were  saying  that.  We 
were  sa3dng  that  there  is  such  a  small  percentage  of  such  a  tre- 
mendous pool  of  money,  and  that  some  of  it  is  in  the  secondary 
market,  but  from  our  standpoint — I  have  been  in  the  mortgage 
business  for  the  last  30  years,  and  we  have  never  sold  a  loan  direct- 
ly to  a  pension  fund. 

We  cannot  find  pension  funds  whom  we  can  interest  in  selling  a 
package  of  loans.  They  are  hard  to  get  to.  They  are  hard  to  find  an 
instrument — I  beg  your  pardon,  we  have  sold  some  Ginnie  Mae  se- 
curities to  two  or  three,  but  very  modest  amounts,  compared  to 
their  total  investable  funds. 

This  is  true  of  the  entire  industry  of  pension  funds. 

Mr.  Vento.  The  pension  funds  are  going  to  be  looking  at  the  rate 
of  return  and  other  factors  as  well.  I  mean,  I  favor  the  liberaliza- 
tion, but  that  obviously  is  no  panacea. 

What  I  am  trying  to  find  out  is  if  that  1-percent  figure  includes 
the  secondary  market. 

Do  you  think  that  it  includes  the  secondary  market? 

Mr.  Gourley.  My  cohort  here  used  the  1-percent  figure. 

Mr.  Vento.  I  would  like  you  to  expand  upon  that  for  the  record, 
if  you  would  like  to,  but  I  think  it  does  not  include  the  secondary 
m€U*ket.  That  is,  at  least,  the  impression  that  I  have. 

Mr.  Gourley.  It  is  such  a  small  percentage,  sir,  that  it  is  so 
small  that  maybe  one,  or  maybe  two,  but  as  a  percentage  of  the 
total  investmentable  funds,  we  expect  them  to  do  it  at  a  competi- 
tive market  rate,  we  just  cannot  get  in  there  and  get  them  to  use 
mortgages  as  one  of  their  vehicles  in  many  of  the  funds. 

Mr.  Vento.  I  can  understand  the  problem  in  terms  of  the  direct 
involvement. 

[In  response  to  the  request  of  Congressman  Vento,  the  following 
additional  information  was  submitted  for  inclusion  in  the  record  by 
Mr.  Gourley:] 

Response  Received  From  Mr.  Gourley 

MBA's  research  has  shown  that  approximately  0.95  percent  of  private  pension 
fund  assets  are  invested  in  mortgages  and  mortage-backed  securities.*  The  compara- 
ble percentage  for  public  pension  funds  is  12  percent. 

Additionally,  we  have  further  comments  on  the  proposed  Multifamily  Production 
program  (Section  311  of  H.R.  5731)  that  were  not  included  in  our  testimony.  We 
urge  the  subcommittee  to  amend  the  program  to  provide  that  at  least  half  the  as- 
sistance available  to  each  State  under  the  pro]x>sed  programs  shall  be  awarded  by 
HUD  field  offices  directly  to  builders  and  developers  who  submit  project  proposals. 
Further,  in  those  States  where  no  State  housing  finance  agency  exists  all  the  assist- 
ance available  to  the  State  should  be  allocated  in  this  manner. 

There  are  a  great  many  local  and  county  governments  that  do  not  have  the  staff 
resources  and  expertise  necessary  to  develop  a  project  proposal  that  will  be  sophisti- 
cated enough  to  merit  funding  in  the  intense  competition  among  localities  that  is 


•  Source:  Money  Market  Directory.  1982;  T.H.  Fitzgerald  &  Co. 
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expected  for  these  grants.  Yet  the  areas  within  the  jurisdiction  of  these  govern- 
ments may  have  the  greatest  need  for  newly  constructed  multifamily  rental  hous- 
ing. A  distribution  of  at  least  half  the  available  funds  through  HUT)  Held  offices 
would  permit  all  areas  to  have  an  equal  chance  at  receiving  assistance,  regardless  of 
the  capability  of  the  local  government.  Permitting  builders  and  developers  to  apply 
directly  for  these  funds  would  allow  local  jurisdictions  to  benefit  from  the  knowl- 
edge and  experience  of  those  buildera,  developers  and  private  lenders  who  have  con- 
structed, or  financed,  assisted  housing  under  past  HUD  programs. 

Mr.  Vento.  Mr.  Napolitano,  in  terms  of  page  5  of  your  testimony, 
you  talked  about  the  Patterson  bill  that  you  support.  That  is  appre- 
ciation dependent? 

Mr.  Napoutano.  A  minimum  2  percent  is  sufficient  for  the  Fed- 
eral Government  to  recover  its  money.  And  I  do  not  think  that 
anybody  believes  that  inflation  is  going  to  get  under  2  percent  a 
year. 

Mr.  Vento.  I  think  that  is  very  helpful,  but  that  is  an  apprecia- 
tion dependent  type  of  program.  So  otherwise  the  fact  is  that  there 
could  be  some  loss  of  dollars  in  terms  of  the  program  if  there  was 
not  appreciation. 

Mr.  Laguarta,  on  page  2  of  your  statement  you  talk  about  prob- 
lems with  high  interest  rates,  which  obviously  concern  all  of  you, 
and  you  point  out  the  record  of  borrowing  that  has  occurred.  Are 
you  satisfied  with  the  monetary  policy  of  the  Federal  Reserve 
Board  since  the  October  1979  change  in  terms  of  monetary  aggre- 
gates and  the  concentration  of  them? 

Mr.  Laguarta.  No,  sir;  we  believe  that  the  policies  of  the  Feder- 
al Reserve  Board  have  been  too  restrictive  from  the  standpoint  of 
the  growth  of  money.  We  would  like  to  see  them  expand  it  slightly. 
And  we  also  feel  that  the  yo-yoing  of  rates  has  caused  trepidations 
in  the  market,  for  people  have  not  been  able  to  plan  with  those 
rates  going  up  and  down,  and  that  has  caused  sales  to  drop  off,  as  a 
result. 

Incidentally,  let  me  give  you  a  couple  of  numbers  that  you  were 
curious  about. 

It  is  my  understanding  that  there  is  about  $600  billion  in  mort- 
gages out  there  all  told.  And  only  about  $15  billion  are  in  certifi- 
cates. So  these  certificates  make  up  a  very  small  percentage  of  the 
overall  mortgage  portfolio  out  there  in  the  market,  anyhow. 

The  numbers,  the  best  numbers  that  we  have  as  to  pension  trust 
assets,  that  are  in  certificates  or  directly  in  mortgages,  is  some- 
thing less  than  3  percent  of  their  total  portfolio. 

Mr.  Vento.  I  appreciate  that  particular  statistic,  but  I  just  want 
to  go  back  to  monetary  policy  for  one  second.  You  think  that  has  to 
be  a  part  of  the  solution  with  regards  to  where  we  go  in  reestab- 
lishing or  reinvigorating  the  market? 

Mr.  Laguarta.  Certainly,  the  monetary  policy  is  a  partner  in  the 
whole  economic  picture  as  we  see  it  along  with  the  fiscal  policy. 

Mr.  Vento.  My  time  has  expired,  thank  you. 

Chairman  Gonzalez.  Thank  you.  Mr.  Coyne? 

Mr.  Coyne.  I  will  yield  to  my  more  senior  colleague.  Mr.  Frank, 
go  ahead. 

Mr.  Frank.  My  question  is  for  Mr.  Gourley.  Am  I  correct  in  as- 
suming that  the  bulk  of  your  members  are  members  of  the  same 
political  party  as  the  President?  And,  if  so,  I  am  just  trying  to  rec- 
'^ncile  the  views  that  you  have  expressed  here  today,  and  why  they 
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run  so  counter  to  the  policies  and  actions  of  this  administration 
over  the  past  15  months. 

Mr.  GouRLEY.  Well,  I  think  that,  No.  1: 1  would  answer  your  first 
question,  we  do  not  have  the  slightest  idea,  at  least  I  do  not,  as  to 
the  percentage  of  our  membership  who  are  Republicans  or  Demo- 
crats. 

As  a  matter  of  fact,  some  of  the  most  likely  looking  characters,  I 
have  foimd  to  be  members  of  the  other  party.  Once  I  tried  to  judge 
their  actions  and  what  they  said,  I  find  that  they  are  either  a 
Democrat  when  I  think  that  they  are  a  Republican  or  a  Republican 
when  I  think  that  they  are  a  Democrat. 

We  are  a  hard  to  define  group.  And  I  do  not  know.  Burton,  have 
we  ever  tried  to  check  out  that  number?  Really  I  think  I  under- 
stand what  you  are  sa3dng,  but  I  do  not  have  the  slightest  idea. 

We  do  have  a  constant  debate  within  our  organization,  as  to 
what  the  policies 

Chairman  Gonzalez.  You  mean  you  do  not  really  all  look  alike? 
[Laughter.] 

Mr.  GouRLEY.  No,  not  in  the  slightest.  Some  of  us  are  southern, 
you  happen  to  have  a  bunch  of  southerners  here  looking  at  you, 
now,  but  we  are  not  by  any  means  members  of  the  same  party. 

We  are  fiscal  conservatives,  probably  as  a  group,  I  think,  but 
that  is  without  concern  for  either  party. 

The  items  that  we  are  talking  about,  is  that  when  I  look  at  the 
administration's  look  at  Ginnie  Mae  and  what  is  considered  the 
credit  allocation  or  the  disproportionate  share  of  money  coming  to 
the  home  mortgage  or  the  mortgage  market,  because  of  an  instru- 
ment such  as  Ginnie  Mae,  we  think  that  they  are  very  wrong. 

We  think  that  the  reasons  that  have  been  suggested  may  be 
wrong.  That  is  to  the  fact  that  Ginnie  Mae  and  FHA  cost  the  Gov- 
ernment no  money;  they  are  user  supported,  both  FHA  and  Ginnie 
Mae.  For  some  reason  or  another  we  have  not  gotten  Mr.  Stock- 
man and  others  to  agree  that  that  is  so. 

So,  in  that  regard  we  do  not  agree  with  the  administration.  We 
do  on  many  matters.  I  guess  we  are  on  both  sides  of  the  aisle  on 
any  question. 

Mr.  Coyne.  I  just  asked  that  question  because,  so  many  times  in 
these  hearings  that  we  have,  people  come  down  and  say  they  sup- 
port the  general  aims  of  the  administration.  I  just  thought  it  might 
be  helpful  if  we  could  clear  up  here  today  why  these  differences  of 
opinion  exist  even  among  so  many  people  in  the  Republican  Party. 

My  other  question  is  for  Mr.  Napolitano.  If  we  were  to  be  able  to 
enact  all  of  the  legislation  that  you  have  advocated  here  today,  in 
your  judgment,  would  the  general  down  nature  of  the  economy  pro- 
hibit you  from  beginning  to  implement  that  quickly? 

Mr.  Napoutano.  Well,  obviously  that  will  have  an  effect  in  some 
areas,  such  as,  for  instance,  the  Detroit  area,  with  the  automobile 
production  way  down.  I  think  that  in  some  cases,  even  if  you  gave 
them  an  8-percent  interest,  it  is  not  going  to  stimulate  housing,  be- 
cause people  are  out  of  work. 

But  if  you  start  selling  houses  in  Florida  and  Houston,  Dallas, 
and  in  southern  California,  and  Pheonix,  those  areas  would  re- 
spond immediately  to  it. 
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Those  people  would  go  back  to  work,  would  begin  to  buy  auto- 
mobiles, and  then  the  people  in  Detroit  would  go  back  to  work  also. 
So,  yes,  I  think  that  if  we  get  enough  stimulus  going,  very  rapidly, 
to  get  the  economy  moving  again — and  again,  as  I  repeat  it  will  not 
be  the  Utopia,  it  will  not  be  2  million  units  a  year — it  will  be 
enough  to  get  enough  people  back  to  work  to  get  the  entire  econo- 
my moving. 

I  think  that  we  can  do  it  rapidly,  if  the  Congress  and  the  admin- 
istration can  move  rapidly. 

Mr.  Coyne.  Thank  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Coyne.  Mr.  Frank. 

Mr.  Frank.  Thank  vou.  Let  me  begin  by  thanking  all  three  of 
you  gentlemen.  All  three  of  you  presented  testimony  that  was 
about  as  substantive  as  any  I  have  ever  heard,  even  after  1  year,  I 
have  gotten  a  little  tired  of  looking  at  people  who  talk  about  the 
problem  in  general  and  do  not  get  very  specific.  And  most  of  my 
questions  are  usually,  what  do  you  want  me  to  do  about  it.  And  I 
appreciate  the  very  specific  and  substantive  nature — as  you  ap- 
proach this,  let  me  suggest  one  point  that  I  think  people  might 
make  fairly  on  behalf  of  the  housing  industry  when  we  are  asked, 
well  how  come  we  are  supposed  to  give  aid  to  the  housing  industry. 

You  stressed  the  role  of  housing,  Mr.  Napolitano,  particulary, 
and  I  think  that  there  are  a  number  of  people  in  the  administra- 
tion now,  who  probably  will  admit  that  they  undervalued  the  role 
of  housing  in  the  economy  as  a  whole. 

They  thought  of  it  as  more  of  a  frill,  and  with  the  spinoffs  in  tex- 
tiles, and  appliances,  and  furniture,  clearly  housing  is  a  much 
more  important  piece  of  the  economy. 

But,  in  addition  to  looking  at  it  as  an  engine  for  the  economy  it 
has  also  an  end  and  it  is  a  provision  of  shelter  which  is  a  great 
necessity.  And  I  would  think  if  it  could  be  subsidized  about  h^f  as 
much  as  the  agriculture  industry  is  being  in  the  United  States, 
that  is  we  have  food  that  we  consider  a  necessity.  And  if  you  men- 
tion free  market  around  some  of  the  most  conservative  Members  of 
this  Congress,  when  you  are  talking  about  agriculture,  you  produce 
extraordinary  physical  symptoms. 

It  is  a  good  thing  there  is  a  doctor  in  the  building.  [Laughter.] 

So,  I  do  not  think  that  when  we  are  talking  about  the  provision 
of  a  necessity,  given  what  we  do  in  agriculture,  they  make  all  of 
you  look  like  Adam  Smith,  and  I  do  not  think  that  you  have  to 
apologize. 

But  I  do  think  that  there  is  a  general  and  contextural  problem 
here.  And  it  may  be  that  intellectually  that  because  of  its  role  in 
the  provision  of  shelter  and  because  of  its  role  as  an  engine  in  our 
economy,  that  housing  can  be  singled  out  for  a  little  special  treat- 
ment. 

Politically,  I  do  not  think  that  is  going  to  work.  And  I  think  that 
this  is  something,  and  I  think  that  perhaps  some  of  my  colleagues 
have  touched  on  this,  I  do  not  think  that  it  is  possible  to  support  a 
general  approach  which  says  that  Federal  Government  has  no  role 
really  to  play  in  our  domestic  affairs. 

And  we  are  going  to  have  to  cut  revenues  to  the  point  where  we 
can  barely  do  more  than  take  care  of  social  security  and  defense, 
and  then  argue  for  a  viable  housing  program.  And  I  noticed  for  in- 
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stance,  in  the  realtors  statement,  Mr.  Laguarta,  you  say  when  the 
Reagan  administration  resolved  to  cut  spending,  our  association  ap- 
plauded the  initiative,  nonetheless  we  oppose  cuts. 

I  do  not  think  it  is  sustainable,  at  least  politically,  to  say  that 
ever3^hing  should  be  cut  but  us.  And  there  is  a  problem  in  the 
letter  that  was  signed  and  the  mortgage  bankers  have  included  a 
copy  of  that  letter  and  we  have  three  other  signatory  organizations, 
the  bankers  being  the  ones  missing. 

You  say,  March  3,  1982,  open  letter  to  President  Reagan  and 
Members  of  Congress.  Given  the  circumstances,  there  is  no  alterna- 
tive to  one,  slowing  down  on  all  spending,  nonexcluding  defense 
and  entitlement  programs.  I  mean  you  have  got  to  put  these  two 
together. 

There  is  not  a  footnote  in  there  that  says  slowing  all  spending 
not  including  defense  and  entitlement  and  housing  programs.  I  just 
do  not  think  it  is  going  to  work. 

I  just  do  not  think  that  it  is  going  to  work.  And  frankly  I  would 
say  to  the  realtors,  there  is  a  conflict  on  page  8  of  Mr.  Laguarta's 
statement  and  the  statement  here. 

Are  we  going  to  cut  down  on  all  spending  or  are  we  going  to 
make  an  exception  for  housing?  And  I  would  ask  you  to  address 
that. 

Mr.  Laguarta.  Well,  if  you  will  notice  very  carefully,  our  testi- 
mony does  not  call  for  any  new  spending.  That  is  exactly  our  point. 

Mr.  Frank.  No.  That  is  not  my  point  and  it  is  not  the  point  that 
you  made  here.  You  were  opposing  cuts  in  spending.  I  am  leaving 
aside  increases  in  spending.  The  administration  has  proposed  fur- 
ther cuts  in  spending.  What  you  say  here  is  we  oppose  cuts  by  the 
administration  in  Ginnie  Mae  mortgage-backed  securities. 

It  seems  to  me  that  you  were  opposing  some  of  the  cuts  the  ad- 
ministration was  proposing,  but  in  the  letter,  you  said  that  we  have 
to  slow  down  all  spending.  And  I  do  have  trouble  resolving  those 
two. 

Mr.  Laguarta.  Look  at  Ginnie  Mae.  What  is  Ginnie  Mae  a  cut 
of?  Ginnie  Mae  does  not  spend  money  for  the  Federal  Government. 
Ginnie  Mae  produces  revenue  for  the  Federal  Government. 

Now,  you  can  make  the  argument  academically  that,  by  the  Gov- 
ernment kissing  the  paper,  they  get  involved  in  the  whole  process. 
And  that  is  Mr.  Stockman's  argument. 

Mr.  Frank.  So  you  would  just  tell  us  to  disregard,  or  you  dis- 
agree with  the  general  thrust  of  the  administration,  that  Federal 
Government  guarantees  credit  that  you  do  not  believe  that  those  in 
any  way  impinge  on  the  market  or  in  any  way  cost  the  Govern- 
ment any  money? 

Mr.  GouRLEY.  I  would  like  to — I  thought  I  had  answered  that  in 
part  when  Congressman  Coyne  raised  the  question. 

And  I  would  say  again,  it  is  a  significant  part  of  the  Mortgage 
Bankers  Association  of  America  position  on  this,  is  that  these  are 
user-fee-supported  programs.  There  is  no  money,  there  is  nothing 
out  of  the  budget. 

It  appears  in  the  credit  budget.  It  is  a  part  of  that,  but  there  is 
no  disbursement  of  funds  on  the  part  of  the  U.S.  Government,  for 
either  FHA's  nonsubsidized  program  nor  the  Ginnie  Mae  mortgage- 
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backed  insurance  program.  Both  of  those  collect  fees;  that  is,  the 
users  pay  fees  that  more  than  support  those  programs. 

Mr.  Frank.  To  get  out  of  the  argument  about  whether  or  not — 
and  I  am  glad  to  have  your  view  that  they  have  greatly  exaggerat- 
ed the  fiscal  impact  on  the  Federal  Government  of  these  credit 
guarantees— but,  on  page  11  for  instance,  Mr.  Laguarta,  you  refer 
to  the  administration  proposal  to  terminate  the  section  8  construc- 
tion program  and  purge  the  pipeline  of  unfilled  commitments  de- 
spite potential  legal  problems.  Am  I  correct  in  inferring  that  you 
are  opposed  to  that? 

Mr.  Laguarta.  Yes. 

Mr.  Frank.  Well,  these  are  some  of  the  spending  cuts  that  the 
administration  is  proposing.  And  I  again,  I  think  that  you  have  a 
conflict  between  some  one  point  on  page  3  on  the  mortgage  bank- 
er's letter  when  you  talk  about  slowing  all  spending. 

I  gather  what  you  are  saying  is  that  you  do  not  think  that  the 
administration's  proposals  to  make  further  cuts  here  in  the  hous- 
ing area  are  reasonable  at  this  time. 

Mr.  Laguarta.  Well,  when  you  are  talking  about  in  the  housing 
area,  no. 

Mr.  Frank.  OK,  then,  you  are  not  really  for  cutting  all  spend- 
ing? And  somebody  better  go  back  and  put  a  footnote  in  the  open 
letter.  I  am  sure  that  the  papers  will  be  glad  to  sell  you  another  ad. 
They  are  not  going  too  well  either.  [Laughter.] 

So,  I  think  that  ought  to  be  addressed.  You  also  say  in  the  letter, 
if  necessary — this  would  be  addressed  to  all  three — if  necessary,  we 
should  be  deferring  previously  enacted  tax  reductions  or  increasing 
taxes. 

Now,  I  do  not  know  whether  for  inst€mce,  the  realtors  are  going 
to  go  back  and  those  of  us  who  got  a  negative  mark  last  year  for 
voting  against  that,  whether  that  negative  mark  is  going  to  be 
changed.  And  whether  you  might  have  an  asterisk  like  Roger 
Maris'  home  runs  in  our  voting  records,  but  I  would  like  to  start 
with  Mr.  Napolitano  and  go  down  the  list.  You  say,  if  necessary, 
what  do  you  mean  by  that? 

I  mean  is  it  necessary,  what  is  the  criteria  for  deciding  if  it  is 
necessary.  I  appreciate  the  frankness  here  in  your  letter.  We  are 
clearly  confronting  some  difficult  situations.  If  necessary  is  a  bit  of 
a  hedge  and  I  would  just  like  to  expand  on  that.  I  mean  what  are 
the  criteria  that  will  tell  us  in  1  month  when  we  have  got  to  vote 
on  this  presumably,  whether  it  is  necessary  or  not  to  undo  some  of 
what  was  done  in  last  year's  tax  reduction  bill? 

Mr.  Napoutano.  Well,  I  believe  that  you  have  to  look  at  the 
facts  as  they  exist.  I  believe  that  the  Congress,  reluctantly  or  other- 
wise, and  the  administration,  since  the  new  President  came  in, 
went  for  certain  cuts  in  the  budget,  certain  tax  increases,  with  the 
hope,  and  I  believe  that  everybody,  as  I  say,  reluctantly  or  other- 
wise, felt  that  perhaps  this  would  work. 

Mr.  Frank.  Not  all  of  us  voted  for  that. 

Mr.  Napoutano.  But  we  were  hopeful  that  it  would  work. 

Mr.  Frank.  All  of  the  people  that  voted  for  it,  we  have  one  that 
came  back,  most  of  the  people  that  voted  for  it  left  the  room. 
[Laughter.] 
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Mr.  Napoutano.  Well,  I  think  that  you  are  all  here  for  the  same 
purpose,  for  the  good  of  this  country  and  for  the  good  of  the  people 
of  this  country.  And  we  all  may  have  different  opinions  as  to  how 
to  go  about  it,  but  I  think  that  we  are  all  here  for  that  same  pur- 
pose. 

And  I  think  that  whatever  you  finally  do,  is  with  that  in  mind.  I 
have  great  faith  in  this  system  and  what  you  people  are  doing. 

However,  I  give  that  as  a  little  background,  because  I  signed  that 
paper  as  I  believe  that  we  must  look  at  further  spending  and  keep 
it  to  a  minimum.  I  do  not  say  that  we  can  eliminate  it  completely. 
One  of  the  areas  that  we  are  concerned  about,  and  I  am  no  expert 
in  it,  so  I  cannot  define  it  for  you,  is  defense  spending. 

I  have  spoken  to  some  of  your  colleagues,  who  are  in  the  defense 
area,  and  they  tell  me  there  is  a  tremendous  amount  of  waste  in 
defense  and  that  should  be  cut  out.  And  it  could  be  anywhere  from 
$10  to  $20  billion.  I  am  no  expert  on  it  and  I  am  not  sure  that  that 
is  accurate  or  not. 

As  far  as  the  taxes  are  concerned,  I  do  not  believe  that  the 
American  people,  if  you  would  check  with  them,  really  wanted  that 
tax  cut,  especially  in  light  of  what  happened  to  them  now,  in  retro- 
spect, whether  they  wanted  it. 

And  perhaps  a  deferment  that  would  delay  it  might  be  in  order.  I 
do  not  know.  You  people  are  the  ones  that  are  close  to  it.  The  ad- 
ministration is.  That  is  one  of  the  things  that  should  be  looked  at.  I 
cannot  say  whether  it  should  be  tomorrow,  or  next  week,  or  next 
month.  That  is  one  of  the  areas 

Mr.  Frank.  You  tend  to  focus  on  the  points  of  disagreement.  I 
am  tremendously  grateful  to  all  of  your  associations  and  the  bank- 
ers for  signing  the  letter.  I  think  that  it  is  a  very  important  step 
forward  in  discussing  national  policy.  I  really  appreciate  it. 

That  is  why  I  wanted  to  focus  on  it  some,  because  I  think  that  it 
is  a  very  constructive  contribution. 

Mr.  Napoutano.  Well,  let  me  go  further  if  I  can.  I  can  justify  in 
my  mind,  and  I  believe  in  talking  to  some  people  in  the  Congress 
and  the  administration  that  after  presenting  this  discussion  to 
them  that  they  have  to  agree  with  it  in  concept. 

And,  I  believe  as  I  said  earlier,  I  am  a  businessman  and  I  know 
that  I  have  to  spend  money  to  make  money.  You  cannot  take  ev- 
erything out  of  the  budget  and  say,  we  are  going  to  cut  ever3^hing, 
we  are  not  going  to  spend  anything  else,  when  spending  some 
money  will  bring  you  more  money  back.  Putting  people  back  to 
work,  and  that  is  what  this  whole  thing  is  about. 

We  probably  would  not  be  here  today,  in  such  force,  there  would 
not  be  a  lot  of  discussion  going  on  in  the  administration  right  now, 
I  probably  would  not  have  a  meeting  with  the  President,  unless 
there  was  some  concern  on  everybody's  part  that  the  unemploy- 
ment is  too  high,  the  economy  is  in  worse  shape  than  it  ought  to 
be. 

You  have  to  spend  some  money  to  bring  some  back. 

Mr.  Frank.  I  hope  that  the  administration  understands  that.  I 
could  not  help  but  think  when  the  chairman  of  the  subcommittee 
mentioned  when  he  first  met  Reagan  at  a  meeting  of  the  Optimist 
Club,  the  President  may  have  put  them  all  into  his  economic  advi- 
sors and  we  are  still  being  governed  by  the  Optimist  Club. 
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Mr.  Grourley. 

Mr.  GouRLEY.  Well,  from  the  standpoint  of  my  industry's  view- 
point, I  think  that  if  it  is  necessary  to  cut,  to  reduce  the  size  of  the 
budget,  then  tax  increases  would  have  to  be  part  of  the  plan. 

If  you  cannot  cut  them  back,  if  you  cannot  cut  spending  that  suf- 
ficiently to  get  the  deficit  down,  then  you  have  to  raise  taxes  to 
narrow  that  gap.  Because  we  feel  that  the  deficit  is  a  significant 
part  of  the  problem  of  high  interest  rates  today. 

And  it  is  terrible  to  be  an  industry  that  people  think  benefits 
from  high  interest  rates,  when  we  suffer  the  way  that  we  do  with 
high  interest  rates. 

Now,  back  to  your  first  question.  That  has  to  do  with  the  spend- 
ing that  we  are  talking  about,  that  mortgage  bankers  have  histori- 
cally opposed  these  subsidies  for  other  than  the  needy. 

And  so,  the  spending  that  we  are  talking  about,  as  I  understand 
it,  about  extending  the  235  program,  extending  the  tandem  plan, 
has  to  do  with  furnishing  housing  for  those  people  who  are  ex- 
tremely needy. 

We  are  not  talking  about  something  for  the  general  populace.  We 
are  talking  about  something  for  people  who  need  housing. 

Mr.  Frank.  Well,  the  235  is  aimed  not  just  at  the  very  needy. 
There  is  a  sort  of  moderate  to  middle  income. 

Mr.  GouRLEY.  No;  the  235  right  now,  would  be  extended  to,  as  I 
understand  it,  we  have  very  little  of  the  235  for  moderate  income. 
We  are  talking  about  the  235  for  the  basic  housing  product  as  a 
subsidized  part,  I  mean  for  the  lower  income  subsidized  part. 

Mr.  Frank.  Mr.  Laguarta,  does  the  bad  mark  for  voting  against 
the  tax  bill  still  stand? 

Mr.  Laguarta.  The  problem  with  the  1-page  letter  is  that  you 
are  trying  to  cover  a  great  deal  in  a  very  few  words  and  still  have 
it  be  concise  and  to  be  understood.  Clearly,  if  we  were  starting 
from  point  zero,  and  making  cuts,  as  far  as  spending  was  con- 
cerned, yes,  we  would  be  willing  to  take  our  cuts  along  with  every- 
one else. 

The  problem  is  that  housing  was  hit  harder  and  deeper,  dispro- 
portionately to  other  sectors  of  the  economy.  Now,  they  want  to 
come  back  and  take  further  cuts  on  housing  which  has  already 
taken  its  burden.  You  know,  we  have  bitten  a  few  bullets,  as  the 
saying  goes.  And  that  is  what  we  are  saying.  Let's  reexamine  some 
of  these  other  areas  that  where  perhaps  we  could  get  some  of  these 
spending  cuts. 

That  is  the  part  of  our  message  there. 

The  second  part  has  to  do  with  tax  increases.  We  did  not  put  a 
footnote  with  it  and  say,  except  housing,  or  everybody's  ox  but 
ours.  The  second  part  has  to  do  with,  if  those  things  do  not  work, 
tax  increases.  We  said  that,  essentially,  the  deficit  has  to  be  cut. 
We  did  not  put  a  note  in  there  and  say,  take  mortgage  interest 
with  it;  or  deductability  or  some  other  area  with  it.  Clearly,  we  do 
not  believe  that  that  is  productive  as  far  as  this  stimulus  is  con- 
cerned. 

So  the  problem,  I  guess  is,  that  it  is  just  a  1-page  statement 
there,  and  we  are  now  trying  to  cover  as  much  as  you  want  us  to 
cover  in  a  more  complex  and  detailed  document  such  as  we  pre- 
sented to  this  subcommittee,  today. 
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Mr.  Frank.  My  time  has  expired.  Thank  you. 

Chairman  Gonzalez.  Yes;  the  gentleman's  time  has  expired,  and 
I  would  recognize  at  this  point,  the  distinguished  chairman  of  the 
full  committee. 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman.  I  would  say  to  the 
panel,  one  of  the  essentials,  particularly  for  the  realtors,  and  the 
homebuilders,  is  that  the  American  people,  those  who  desire  to 
purchase  a  home,  have  a  place  to  go,  a  delivery  system  for  a  mort- 
gage that  they  need  to  purchase  that  home. 

And  over  the  years  that  delivery  system  has  been  primarily  the 
thrift  institutions  of  this  Nation.  Does  anyone  on  the  panel  dis- 
agree that,  indeed,  they  are  an  essential  part  of  the  process,  if  the 
.Aonerican  people  are  to  realize  the  American  dream  of  owning 
their  own  home.  Does  anyone  disagree  with  that? 

Mr.  Laguarta.  No. 

Mr.  Gourley.  No. 

Mr.  Napoutano.  No;  no,  sir;  I  do  not  disagree,  I  just  mentioned 
earlier,  before  you  came  in,  sir,  that  I  would  like  to  see  the  thrifts 
go  back  to  exactly  what  they  were  formed  for,  providing  mortgage 
funds  for  the  American  people  at  a  reasonable  rate. 

But  that  whole  scenario  has  changed  tremendously.  And  while 
we  would  like  to  see  that  happen  again,  it  is  probably  not  in  the 
cards  that  it  will  happen  anytime  in  the  immediate  future. 

Mr.  St  Germain.  What  will  not  happen  in  the  immediate  future? 

Mr.  Napoutano.  That  there  will  be  a  viable  institution  supply- 
ing the  bulk  of  the  mortgage  money  for  the  people  of  this  country. 

Mr.  St  Germain.  Mr.  Gourley? 

Mr.  Gourley.  I  concur  with  the  deregulation  that  has  taken 
place  and  with  the  effort  on  the  part  of  the  miniature  savings  and 
loans  like  commercial  banks  and  others  matching  assets  with  li- 
abilities where  they  have  short-term  liabilities  deposits.  They  are 
matching  those  with  short-term  investments  these  days.  We  are 
seeing  them,  even  those  that  have  some  funds  to  invest,  they  are 
doing  it  in  short-term  types.  Construction  loans  maybe,  but  auto- 
mobile loans,  consumer-type  finance  and  this  sort  of  thing.  They 
have  become  banks. 

Mr.  St  Germain.  They  have,  where?  Where  are  you  from,  sir? 

Mr.  Gourley.  I  am  from  Charlotte,  N.C. 

Mr.  St  Germain.  The  State-chartered  S.  &  L.'s  in  North  Carolina 
are  allowed  to  make  commercial  loans? 

Mr.  Gourley.  Yes;  well,  commercial  loans,  I  said  construction 
loans,  short  term. 

Mr.  St  Germain.  You  said  automobile  lending? 

Mr.  Gourley.  Yes;  anyway,  short-term  consumer  loans.  They 
have  all  sorts  of  short-term  investments.  Now,  when  we  speak  to 
the  federally  chartered,  or  State-chartered 

Mr.  St  Germain.  Sir,  they  are  looking  for  those  powers,  they  do 
not  have  them. 

Mr.  Laguarta.  In  Texas  they  do. 

Mr.  St  Germain.  In  Texas,  yes.  But  not  across  the  Nation;  Texas 
is  the  exception  and  those  are  the  State-chartered  institutions. 

Mr.  Gourley.  We  have  the  State  and  others.  But  they  are  like 
commercial  banks.  When  I  made  that  statement,  I  am  sorry  that  I 
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made  one  that  would  be  that  loosely  directed,  but  I  know  that  they 
are  in  short-term  investments.  And  I  use  consumer  credit 

Mr.  St  Germain.  And  the  reason  for  that  is  that  they  are  carry- 
ing very  large  portfolios  of  long-term  mortgages  at  very  low  rates. 

Mr.  GouRLEY.  Right. 

Mr.  St  Germain.  And  the  overall  yield  say,  in  the  Northeast,  is 
approximately  9  percent.  And  when  they  have  to  pay  what  they 
are  paying  for  money  today,  it  is  rather  difficult  for  them  to  sur- 
vive. 

The  next  question  is,  I  assume  that  most  of  you  are  familiar  with 
the  fact  that  the  report  recently  came  out  from  the  Brookings  In- 
stitute to  the  effect  that  unless  there  were  a  dramatic  and  an  im- 
mediate drop  in  the  interest  rates  that  none  of  us  can  conceive 
happening  in  the  immediate  future,  there  are  approximately  1,000 
institutions  that  are  in  very  dire  circumstances. 

I  assume  that  you  are  aware  of  that  report.  Now,  approximately 
3  or  4  weeks  ago,  I  introduced  legislation,  H.R.  5568,  the  Home 
Mortgage  Capital  Stabilization  Act.  A  different  version  will  be  in- 
troduced within  a  day  or  two  and  instead  of  $7.5  billion  draw  on 
Treasury,  what  we  will  do  is  substitute  a  certificate,  an  I  O  U,  from 
Treasury  that  the  institution  that  qualifies  with  the  criteria  in  the 
legislation,  would  be  given,  they  could  put  that  in  their  vault  and 
that  could  be  part  of  their  capital  picture  on  their  financial  state- 
ment. 

I  am  told  that  Wall  Street  would  indeed  accept  those,  as  long  as 
there  were  no  conditions  attached  thereto,  they  would  consider 
them  as  cash. 

As  a  result  thereof,  we  minimize  the  amout  of  moneys,  of  actual 
cash  that  would  indeed  be  involved,  by  virtue  of  the  fact  that  the 
only  time  that  cash  would  become  involved  is  if  that  institution 
were  to  fail  despite  the  assistance. 

That  would  be  minimal  because  we  give  to  the  insuring  authori- 
ties, the  FDIC,  and  the  SLIC,  and  the  NCUA,  the  decisionmaking 
powers  as  to  whether  or  not  the  institutions  in  need  of  assistance 
can,  indeed  survive  if  it  received  that  assistance. 

One  more  point,  by  substituting  the  certificate  for  cash,  under 
the  original  legislation,  the  institution  would  have  to  repay  that 
cash,  with  interest  at  the  same  rate  that  the  Treasury  paid  for  that 
money  whilst  it  was  in  the  institution. 

So  we  have  lowered  the  cost  of  that  institution  and,  therefore,  al- 
lowing them  to  become  healthy  and  viable  that  much  sooner. 

The  merger  process  has  been  going  on,  and  there  has  been  a  lot 
of  work  put  in,  but  a  lot  of  money  spent;  28  mergers  last  year,  cost 
the  FSLIC,  $1  billion.  That  is  their  commitment.  And  so  that  is  be- 
coming quite  expensive.  Plus  the  fact  that  there  is  a  saturation 
point,  in  as  far  as,  mergers  are  concerned. 

Now,  at  the  present  time,  no  one  has  come  up  with  a  new  institu- 
tion, or  a  new  delivery  system  for  home-mortgage  financing.  There- 
fore, we  have  no  alternative,  but  to  continue  to  look  to  the  thrifts. 

Does  anyone  disagree? 

Mr.  Napoutano.  To  a  degree,  I  respectfully  disagree  on  that. 

Mr.  St  Germain.  Does  that  mean  that  there  is  another  means  of 
finance? 
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Mr.  Napoutano.  As  I  mentioned  earlier,  I  belive  that  the  S.  & 
L/s,  who  have  been  the  mainstay  for  mortgages,  are  no  longer 
doing  that  even  when  they  do  have  funds  available.  They  are  not 
going  into  mortgages,  they  are  going  into  short  term.  Which  means 
that  housing  is  not  getting  any  share  from  these  institutions. 

There  are  other  areas,  such  as  the  pension  funds  that  we  talked 
about  earlier  also,  and  the  amount  of  money  that  could  come  out  of 
pension  funds  in  the  long  run. 

There  are  other  very  important  ways  that  we  might  be  able  to 
bring  some  money  into  the  secondary  markets.  We  talked  about 
that  earlier  also,  gearing  those  up  with  Freddie  Mac,  and  so  forth, 
so  that  we  can  have  enough  of  a  secondary  market 

Mr.  St  Germain.  What  would  be  the  vehicle  to  get  to  that  sec- 
ondary market?  We  would  need  an  institution,  would  you  not? 

Mr.  Napoutano.  I  believe  that  the  mortgage  bankers  could  work 
directly  through  them  as  it  is  doing  right  now  with  FHA  and  VA. 
They  are  going  directly  to  it  with  conventional.  I  believe  in  trying 
to  save  the  S.  &  L.'s,  and  our  industry  believes  in  trying  to  save  the 
S.  &  L.'s.  But  the  problem  we  are  having  in  talking  to  the  S.  &  L. 
leadership  and  the  S.  &  L.'s  around  the  country  is  that  they  all 
want  to  be  banks.  And  they  will  tell  you  that.  They  are  trying  to 
get  out  of  this  by  becoming  banks. 

Oh,  they  will  tell  you,  yes,  we  are  going  to  stay  in  mortgages. 
You  give  us  a  chance  to  get  healthy  and  in  1  year  or  2  years  down 
the  road,  we  will  be  back  in  there  with  you. 

Well,  we  cannot  wait  2  years  down  the  road.  And  what  you  are 
proposing  right  now,  I  think  we  can  look  at  more  sympathetically 
than  that  $7.5  billion.  Because  the  concern  that  we  would  have 

Mr.  St  Germain.  Incidentally,  the  way  that  the  legislation — and 
you  know  that  I  saw  you  the  night  before  I  introduced  it,  or  the 
day  I  introduced  it,  that  evening,  so  I  am  sure  that  you  have  had 
an  opportunity  to  look  at  it. 

There  is  a  requirement  that  the  institution  that  is  assisted  in 
this  manner,  would  then  have  to  put  50  percent  of  the  new  funds 
that  come  in,  into  home  mortgages  for  first  time  home  purchasers, 
residential  mortgages,  at  a  rate  1  percent  above  their  average  cost 
of  money. 

You  are  aware  of  that  provision? 

Mr.  Napoutano.  Yes.  I  believe  that  there  is  a  problem  with  that 
in  the  interpretation  of  what  the  net  result  will  be.  We  are  a  little 
bit  concerned. 

Mr.  St  Germain.  I  think  that  it  is  a  whole  lot  better  than  the  all- 
savers  certificate  that  you  jumped  on. 

Mr.  Napoutano.  I  fully  agree  with  you  on  that.  We  got  burned 
on  the  all  savers.  There  were  too  many  loopholes,  it  did  not  accom- 
plish what  it  was  supposed  to  accomplish  and  we  are  very  much 
concerned  about  it. 

We  would  look  at  an3rthing  very  carefully  that  does  not  contrib- 
ute to  housing,  especially  for  S.  &  L.'s,  since  they  are  not  contribut- 
ing most  of  their  money  to  housing. 

Mr.  St  Germain.  My  friend,  the  prime  reason,  for  introducing 
this  legislation  was  my  concern  for  the  cost  to  the  taxpayers,  even- 
tually if  this  many  thrifts  go  down  the  tubes. 
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Second,  having  gone  around  the  country  with  the  members  of 
this  subcommittee,  everyone  here,  we  found  out  that  there  is  a  hel- 
luva lot  of  unemployment  out  there  due  to  the  slump  in  the  hous- 
ing industry. 

It  is  not  restricted  to  the  carpenter,  the  laborer,  the  plumber, 
and  the  electrician.  But  it  really  goes  all  the  way  across  the  coun- 
try. So  many  satellite  industries. 

And  that  is  why,  indeed,  I  drafted  the  legislation.  With  real  cir- 
cumscription to  insure  that  if  these  institutions  get  assistance,  they 
in  turn,  because  it  is  not  only  for  the  thrifts,  it  is  for  the  home- 
building  industry,  and  for  the  home  purchaser,  and  it  is  for  the 
people  who  work  in  the  carpet  manufacturing  plant,  and  the  hard- 
wood industries  for  the  furniture,  and  the  sawmills,  and  the  fellow 
out  there  felling  the  timber.  We  want  to  help  all  of  those  people. 

So  I  would  ask  you  to  take  another  look  at  that  legislation. 

Mr.  GouRLEY.  Mr.  Chairman,  we  certainly  accept  the  concept 
and  think  it  is  very  important  that  the  S.  &  L.'s  be  given  assistance 
for  all  of  the  reasons  that  you  have  mentioned. 

I  would  like  to  say,  that  as  an  industry,  the  mortgage  banking 
industry  is  another  delivery  system.  And  is  a  delivery  system  that 
as,  a  matter  of  fact,  numerous  savings  and  loans  and  thrifts  all 
over  the  country  have  now  joined,  they  are  part  of  the  mortgage 
banking  fraternity,  because  they  have  had  to  get  to  the  secondary 
market  for  money. 

They  use  Fannie  Mae,  they  use  Freddy  Mac,  they  use  Ginnie 
Mae,  they  use  conventional  mortgage  bank  securities.  That  is  the 
way  they  are  bringing  lots  of  money  into  the  marketplace  other 
than  through  the  direct  deposit,  savings  route,  that  has  historically 
been  the  way. 

So,  there  is  a  delivery  system  that  is  there,  that  has  developed, 
that  is  developing  and  becoming  much  more  meaningful  over  the 
last  couple  of  years. 

It  is  called  mortgage  banking,  and  many  of  them  are  mortgage 
bankers. 

Mr.  St  Germain.  I  think  that  many  of  us  forsee  that  in  the 
future,  that  is  the  way  that  it  is  going  to  function.  No  longer  will 
the  S.  &  L.'s  function  as  they  did  in  the  past.  They  will  probably 
be,  more  likely  be  the  conduit  to  the  secondary  market. 

Mr.  Laguarta.  Mr.  Chairman,  we,  in  our  testimony,  support  the 
thrust  of  your  legislation.  The  question  we  have  has  to  do  with  the 
pipeline  through  which  it  is  supposed  to  go  into  housing  to  meet 
the  aims  that  you  specifically  delineate. 

And  1  guess  our  question  concerns  the  difference  between  this 
and  the  all-savers  certificates.  This  is  50  percent  and  the  all  savers 
was  75  percent  of  net  new  deposits.  There  was  no  cap  on  all  savers. 
In  your  program  there  is  a  cap  above  1  percent  above  their  cost  of 
money. 

Well,  if  they  did  not  put  the  money  from  the  all-savers  program 
into  housing,  with  no  cap 

Mr.  St  Germain.  We  know  where  that  money  went. 

Mr.  Laguarta.  I  understand.  What  I  am  saying  is  that 

Mr.  St  Germain.  They  had  a  loophole  to  go  into  buying  paper. 

Mr.  Laguarta.  Certificates  and  agriculture  paper  loans  and 
whatever 
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Mr.  St  Germain.  Right,  but  what  in  this  instance,  frankly  if 
there  was  an  attempt  to  add  that  type  of  loophole,  frankly,  I  would 
just  say,  hey,  let  us  forget  it.  I  would  not  even  take  it  to  the  floor 
or  through  the  committee,  period. 

Mr.  Laguarta.  If  it  is  tied  to  housing,  we  are  on  your  team. 

Mr.  St  Germain.  Thank  you,  gentlemen,  thank  you,  Mr.  Chair- 
man. 

Mr.  Gonzalez.  Thank  you,  Mr.  Chairman.  Mr.  Hoyer? 

Mr.  Hoyer.  Mr.  Chairman  and  panelists,  I  want  to  apologize  for 
having  to  leave  during  the  course  of  the  hearing.  I  think  that  this 
testimony  is  going  to  prove  very,  very  helpful. 

I  represent  Prince  Georges  County,  Maryland,  which  is  just  out- 
side of  Washington,  and  the  housing  market  is  tremendously  de- 
pressed there,  as  it  is  everywhere  in  the  country.  This  can  be  tre- 
mendously important  to  us. 

I  want  to  make  an  observation.  I  received  your  questionnaire  and 
it  asked:  *'Are  you  for  increased  money  in  housing,  or  increased 
money  in  social  programs?*'  My  response  to  you  was,  that  housing 
is  a  social  program. 

That  is  what  I  think  Mr.  Frank's  response  was.  You  have  been 
talking  about  some  basic  necessities  and  shelter,  and  I  have  been 
very  impressed  with  all  of  your  statements.  But  to  posit  as  alterna- 
tives, I  think  that  politically,  it  does  not  make  as  much  sense. 
From  my  perspective,  housing  is  very  definitely  a  social  need  in 
this  country  and  it  is  something  with  which  the  Government  has 
got  to  be  involved. 

When  the  housing  industry  is  flat  on  its  back,  as  it  is  now,  we 
have  an  obligation  to  go  ahead  and  try  to  work  together.  I  appreci- 
ate your  observation  that  it  ought  to  be  done  in  a  nonpartisan  way. 
But  I  think  frankly  that  we  are  somewhat  ahoist  philosophically, 
especially  in  light  of  what  Mr.  Stockman  has  talked  about  in  terms 
of  these  cuts. 

And  that  again  is  what  Mr.  Frank  was  talking  about.  I  think 
that  we  ought  to  move  ahead,  but  we  ought  to  do  it  in  a  practical 
sense  as  opposed  to  posing  some  philosophical  jargon  about  those 
bleeding  heart  liberals,  who  are  not  the  bad  guys.  They  want  to 
help  out  too,  and  they  want  to  make  some  sound  business  judg- 
ments on  how  we  can  help,  but  that  we  do  have  a  role  to  play,  I 
think  that  is  the  difference. 

I  think  that  some  of  us  were  stung  by  that  observation. 

Mr.  Laguarta,  I  did  not  get  the  answer  to  Mr.  Frank's  question 
on  the  tax  program,  whether  I  was  rated  a  zero  by  your  associ- 
ation. I  understand  that  I  did  by  a  call  I  got  from  one  of  my  local 
realtors.  I  notice  that  Al  is  shaking  his  head,  but  apparently  the 
judgment  was  that  if  you  did  not  support  the  President's  program, 
you  were  therefore  not  sympathetic  to  some  of  the  interests  that  I 
think  that  you  are  espousing. 

You  just  said  that  if  it  was  a  housing  program,  you  should  be  100 
percent  for  it.  It  is  a  judgment  call  that  all  of  us  have  to  make.  I 
think  that  many  of  us  felt  so  with  the  tax  program,  in  particular. 

I  think  that  you  pointed  out  that  we  had  to  cut  large  sums  of 
money.  We,  the  Democrats  and  the  Republicans,  were  all  in  the 
$35  billion  ball  park.  Where  we  were  not  in  the  ball  park  at  all, 
was  in  the  proposal  to  give  away  three-fourths  of  $1  trillion  in  the 
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next  5  years  on  the  expectation  that  our  economy  is  going  to  turn 
around. 

Now,  those  of  us  who  did  not  believe  that  would  happen,  under- 
standably feel  that  we  perhaps  would  have  had  some  modicum  of 
judgment  available  to  us.  Perhaps  the  answer  to  Mr.  Frank's  ques- 
tion ought  to  be  that  there  ought  to  be  an  asterisk  by  that  vote. 
Because  we  want  to  move  forward  and  work  together,  to  try  to 
bring  this  housing  market  out  of  the  slump  that  it  is  in. 

That  is  not  a  question.  It  is  just  two  observations.  But  I  think  it 
is  important  that  we  move  ahead  and  try  to  solve  some  of  these 
problems.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Did  the  gentleman  yield  back  his  time? 

Mr.  HoYER.  Yes,  I  yield  back  the  balance  of  my  time,  unless  Mr. 
Laguarta  would  like  to  answer  that  question. 

Chairman  Gonzalez.  You  were  not  asking  for  comments  from 
the  panel? 

Mr.  HoYER.  I  will  ask  for  comments. 

Mr.  Laguarta,  do  you  understand  what  Mr.  Frank  and  I  were 
saying?  I  think  a  number  of  us  in  the  Congress  were  somewhat 
stung  by  that  analysis. 

Mr.  Laguarta.  You  are  talking  about  the  analysis  of  1981? 

Mr.  HoYER.  Yes.  I  have  only  been  here  for  8  months  so  I  do  not 
go  back  too  far. 

Mr.  Laguarta.  I  would  say  that  that  analysis  has  not  been  done 
for  the  current  Congress,  for  this  session  of  the  Congress.  We  have 
not  gotten  a  report  card  for  this  session  of  the  Congress. 

Mr.  HoYER.  Well,  I  got  a  call  from  one  of  my  local  realtors  that 
said,  why  did  you  get  a  zero? 

Mr.  Laguarta.  Well,  we  have  done  no  report  card.  Now,  if  you 
are  referring  to  whether  we  have  looked  at  issues  and  votes  that 
we  believe  are  critical  to  the  housing  industry,  yes,  we  have  done 
those.  But  we  have  done  no  report  card  on  you — since  you  have 
only  been  here  8  months.  Maybe  on  some  of  your  colleagues  who 
were  here  in  the  previous  session,  where  the  analysis  was  done  rel- 
ative to  the  number  of  jobs  or  housing  starts  and  all  of  those 
things,  and  that  is  what  I  thought  you  were  referring  to. 

We  have  looked  at,  I  think,  about  15  or  17  votes  that  were  what 
we  felt  were,  clearly  in  our  ball  park,  as  far  as  housing  was  con- 
cerned. 

Mr.  Frank.  If  the  gentleman  would  yield  for  just  a  minute.  I  got 
the  distinct  impression  from  local  realtors  and  some  of  the  people 
here  that  we  were,  in  whatever  report  card  was  going  to  eventuate, 
having  voted  against  the  tax  cut,  that  was  a  negative  vote,  am  I 
correct  in  that? 

I  thought  at  the  very  least,  that  if  we  got  a  negative  vote  for 
voting  against  the  tax  cut  last  year,  we  should  get  a  positive  vote 
for  wanting  to  do  it  this  year.  And  at  least  we  could  break  even. 

Are  we  going  to  get  a  negative  vote  for  voting  against  the  tax  cut 
last  year? 

Mr.  Laguarta.  There  were  several  issues  within  the  tax  cut  per 
se.  We  did  not  just  look  at  it  as  one  up-or-down  vote. 

Mr.  Frank.  We  only  had  two  votes  on  it. 

Mr.  Laguarta.  You  may  have  had  it  in  the  House. 
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Mr.  Frank.  I  voted  for  an  open  rule  and  I  was  glad  to  have  your 
support.  But  we  lost  on  that. 

Mr.  Laguarta.  I  was  up  here  when  the  whole  tax  program  was 
going  on  and  there  were  several  issues  that  came  up — amendments 
in  the  Senate — and  I  think  that  there  were  10  or  12  votes  over 
there.  In  the  House  it  was  a  different  situation,  because  well,  you 
are  well  aware  of  it. 

Chairman  Gonzalez.  Well,  Mr.  Hoyer,  let  me  just  say  this  not 
wishing  to  prolong  it,  but  I  know  that  you  are  new  here,  but  you 
are  an  experienced  man,  you  served  at  the  State  representative 
level  with  distinction,  and  I  am  sure  that  you  are  not  unduly  con- 
cerned about  gray  cards,  or  rating  sheets. 

Certfdnly  you  have  learned — we  used  to  have  a  member  of  this 
subcommittee,  in  fact  Tom  Rees,  that  also  became  frustrated  with 
that  and  he  used  to  publish  an  annual  rating  sheet.  Everyone  of  us 
had  a  1,000  percent  record  on  his  rating  sheet.  And  I  have  not  been 
smart  enough  to  know  how  to  get  the  equal  thing,  but  I  am  going 
to  start  the  Gonzalez  rating  sheets  and  I  will  promise  you,  to  give 
you  a  100  percent.  [Laughter.] 

But  I  certfdnly  would  not  worry  now.  Of  course,  today  you  have 
the  PAC's,  that  means  money.  And  I  would  also  take  this  opportu- 
nity to  acknowledge  a  letter  I  just  received  from  Mr.  Napolitano, 
which  I  am  asked  to  answer  certain  questions  on  the  basis  that  this 
year,  the  association  will  be  rating  us  on  certain  issues,  they  are 
projecting. 

But  then,  unfortunately  you  say,  if  you  want  to  get  our  money 
and  support.  And  my  policy  has  been  ever  since  I  was  in  the  State 
senate,  that  unless  it  is  local,  that  if  I  have  a  committee  assign- 
ment of  any  kind,  and  either  a  group  or  individual,  who  might 
have  potential  business  with  the  subcommittee  or  the  committee  or 
any  committee  assignment,  offers  a  contribution,  or  a  donation,  I 
usually  either  limit  it  to  a  $100  if  it  is  local,  or  will  not  accept  it  on 
the  basis  that  it  would  conflict  with  my  ability  to  freely  serve  even 
the  proper  interests  of  that  individual  or  that  collective  group. 

So  that,  today,  yes,  these  rating  sheets  in  a  way  do.  For  instance, 
I  serve  on  the  Small  Business  Committee  and  2  years  ago,  one  of 
the  federations  issued  one  of  these  report  cards  that  gave  me  a 
rating  of  6  percent.  That  is  that  I  was  against  small  business. 

Well,  if  we  stop  to  worry  about  this,  Mr.  Hoyer,  I  am  afraid  that 
there  is  nothing  much  that  we  could  do  other  than  rely  on  Tom 
Rees'  rating  card  where  you  will  always  show  up  good. 

Mr.  Hoyer.  As  you  have  observed,  I  have  been  in  office  now  for 
14  years,  and  I  guess  that  I  have  been  rated  a  number  of  times. 
That  does  not  concern  me,  I  just  wanted  to  call  attention  to  it  be- 
cause I  think  that  it  is  important. 

Fred,  you  said  it  best.  We  have  got  to  stop  dealing  with  this  issue 
and  other  issues  in  light  of  the  political  sphere  and  vague  philo- 
sophical theories  and  start  talking  practically  as  to  what  will  work. 
That  is  my  point. 

I  think  the  tax  program  was  a  philosophical  theory  that  has  not 
yet  worked.  The  President  says  to  give  him  time,  I  understand 
that.  I  do  not  think  it  is  going  to  work,  but  nevertheless,  that  is  the 
point  that  I  was  trying  to  make. 
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I  agree  with  the  chairman.  The  ratings  come  and  go,  and  I  am 
sure  that  my  local  folks  are  going  to  stick  with  me,  whatever  the 
national  association  may  or  may  not  do. 

Chairman  Gonzalez.  Mr.  St  Germain? 

Mr.  St  Germain.  I  would  like  to  make  an  observation.  There  has 
been  a  discussion  about  cuts,  and  well  maybe  look  at  the  entitle- 
ment programs.  Entitlement  programs  meaning  social  security. 
And  there  was  an  observation  made  that  well,  if  you  invest  money 
in  the  housing  area  that  it  returns  funds. 

Well,  gentlemen,  I  would  like  to  tell  you  a  little  story.  When  I 
first  came  to  Congress,  there  was  a  local  neighborhood  market  in 
Woonsocket,  R.I.,  Genacu's  market.  And  it  was  a  neighborhood 
place.  I  stopped  in,  one  Saturday,  to  make  some  purchases  and  was 
chatting  with  Mr.  Genacu.  And  we  had  just  that  week,  voted  on  an 
increase  to  social  security.  This  was  before  the  increase  came,  auto- 
matically based  upon  the  cost-of-living  index. 

And  we  used  to  have  to  vote  each  increase.  Now,  Mr.  Genacu  was 
a  quite  conservative  individual,  and  he  commended  me  on  the  fact 
that  I  voted  for  the  increase  and  then  he  said,  that  you  know  there 
are  a  lot  of  people  that  do  not  seem  to  realize  it,  but  I  have  been  in 
business  here  for  many,  many  years  and  there  are  a  lot  of  tene- 
ment houses,  not  apartments,  in  Woonsocket  we  have  tenements, 
where  you  carry  the  kerosene  up  from  the  cellar,  you  know  from 
the  drum. 

And  these  people  are  very  frugal  and  do  not  have  a  lot  of  money. 
And  many  of  them  were  on  social  security.  It  probably,  Rhode 
Island,  is  the  third  highest  State  in  the  Union  of  the  number  of 
people  collecting  social  security. 

''Now,  I  am  a  conservative,''  he  says,  '*but  I  approve  of  that  in- 
crease.'' What  a  lot  of  opponents  do  not  realize  is  that  money  im- 
mediately goes  back  into  the  economy.  He  says,  'They  come  here 
when  they  get  their  check  and  make  their  purchase,  and  they  pay 
off  what  they  owe  me  for  the  week  or  two  before  they  receive  their 
check  that  they  could  not  afford  to  pay  me." 

So  those  entitlement  programs  like  social  security,  it  is  all  well 
and  good  to  say  that  we  have  to  cut  them  back,  but  remember  that 
that  money  also,  goes  right  back  into  the  economy.  It  does  not  stop 
off  anyplace.  I  would  say  that  90  percent  of  it  goes  back  into  the 
economy  within  a  week  after  those  people  receive  those  checks. 

That  is  just  an  observation  that  I  thought  that  I  would  like  to 
make  to  you  gentlemen  as  to  the  type  of  thing  that  sort  of  helps 
when  one  is  trying  to  make  decisions  here  in  the  Congress  to  talk 
to  our  constituents  at  home,  and  find  out  from  them,  how  the 
system  works  in  the  marketplace  in  reality,  rather  than  listening 
to  the  experts.  And  I  am  not  talking  about  you  people.  But  the  ex- 
perts that  come  into  us  with  their  theories. 

Like  the  economists  who  come  and  say  that  too  much  money  is 
going  to  housing.  I  say  that  is  a  lot  of  hogwash.  I  say  it  is  a  lot  of 
hogwash.  One  of  the  most  important  things  about  America  is  the 
fact  that  the  average  individual  can  look  forward  to  owning  his  or 
her  home.  And  I  just  cannot  buy  their  argument  that  too  much 
money  has  gone  into  housing. 
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On  the  contrary,  I  would  say  that  not  enough  has  gone  into  hous- 
ing, because  we  still  have  too  many  people  out  there  who  do  not 
and  cannot  and  do  not  have  much  hope  of  owning  their  own  home. 

But  those  other  experts  on  social  security  as  well,  and  I  have  to 
disagree  with,  and  incidentally  that  is  why  we  went  out  into  the 
field  and  we  listened  to  people  like  the  Papago  Indian  lady,  who 
asked  us  to  bring  the  message  back  to  the  White  House,  bnecause 
she  said  that  I  will  never  get  to  the  White  House. 

She  was  right.  She  and  most  of  the  witnesses  that  testified  were 
unemployed.  They  had  run  out  of  unemployment  compensation. 
Certainly,  they  could  not  come  here  to  tell  us,  what  their  plight  is, 
what  their  problem  is.  Unfortunately  that  message  through  to 
OMB  or  to  the  White  House  because  they  have  not  been  going 
around  the  country  and  listening  to  people. 

Thank  you  for  the  opportunity  to  give  you  this  dissertation. 
[Laughter.] 

Chairman  Gonzalez.  Well  thank  you,  Mr.  Chairman,  but  it  is, 
and  it  has  always  been  fascinating  to  me  to  see,  but  I  think  that  as 
long  as  we  have  some  basic  respect  and  mututal  respect  among 
Americans,  we  will  be  all  right.  It  is  when  we  get  into  these  areas 
where  Mr.  Stockman  gave  an  incredible  reason  for  what  he  consid- 
ered an  excessive  allocation  of  credit  on  a  national  basis  to  hous- 
ing. He  stated  that  all  of  those  housing  programs  had  been  mostly 
lining  the  pockets  of,  I  think  the  word  used  was  the  promoters  of 
real  estate,  and  builders.  That  they  were  excessively  costly  to  the 
taxpayer  on  the  basis  that  most  of  them  were  ripoffs  by  the  build- 
ers. 

If  I  remember  correctly,  the  statement  was  given  in  context  with 
some  of  these  specific  programs  and  yet,  I  never  saw  any  condem- 
nation of  that  statement.  And  yet,  there  was  dispersion  cast  on  a 
segment  of  American  private  enterprise,  if  you  please.  But  at  that 
time,  since  the  thrust  was,  well  we  want  to  get  those  welfare  cheat- 
ers, everybody  could  agree  on  that,  because  the  welfare  cheaters, 
well  you  know,  you  would  not  be  on  welfare  if  you  were  not  unsuc- 
cessful or  underserving  to  begin  with. 

And  it  is  that  kind  of  prejudice  that,  I  think,  is  the  biggest 
damage  that  has  been  done  in  the  last  few  years.  Because  it  has 
created  cleavages,  almost  a  class  basis,  and  that  is  the  only  thing  to 
be  deplored.  As  long  as  there  is  a  mutual  respect,  I  think  that  we 
are  going  to  be  all  right. 

I  think  that  you  gentlemen  ought  to  know  that  nobody  would 
question  the  integrity  of  your  gentlemen  and  your  industry  that 
you  symbolize,  and  yet  the  biggest  decisionmaker  with  respect  to 
just  what,  is  going  to  happen  and  has  happened  to  our  finances, 
and  our  economy  is  given,  was  considered  to  be  the  unbecoming  be- 
havior of  the  homebuilders  the  construction  and  the  intermediate 
people  like  the  mortgage  bankers.  They  were  the  ones  and  it  was 
not  reaching  the  people  that  needed  it. 

We  even  had  a  modified  version  of  that  presented  to  us,  by  the 
Secretary  of  Housing  last  year.  So  that  it  caps  what  Mr.  St  Ger- 
main said  here,  that  sometimes  we  forget,  and  we  try  to  always 
figure  that  we  are  better  or  smarter  than  somebody  else,  and  that  I 
think  is  a  tragic  mistake. 
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In  all  America,  and  our  history  shows  that,  that  we  have  to  have 
some  mutual  basic  respect,  no  matter  how  far  apart  we  may  be 
philosophically.  And  Mr.  Hoyer,  when  he  says,  "Us  Liberals,''  I  am 
sure  had  reference  to  that.  Because  the  temptation  to  associate 
these  labels  and  all  in  a  derogatory  way  is  there,  but  yet,  the  whole 
history  of  our  Nation  is  such  that  that  word  should  be  one  of 
honor. 

Because  if  there  is  an3rthing  that  America  stands  for  in  the  real 
world,  it  is  that  we  are  liberal.  And  I  just  wanted  to  say  that  be- 
cause Mr.  St  Germain's  story  is  my  experience  back  home  in  Texas. 

Thank  you,  gentlemen,  for  your  patience.  And  unless  you  have  a 
statement  to  make,  the  subcommittee  stands  in  recess  until  2  p.m. 

[Whereupon,  at  12:30  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  the  same  day.] 

AFTERNOON  SESSION 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order,  and  we  will  resume  this  hearing  of  this  morning,  which  was 
interrupted  at  about  12:20.  And  let  me  announce,  there  is  some 
business  on  suspension  that  involves  a  resolution  that  is  being  pre- 
sented by  the  distinguished  chairman  of  this  full  committee,  Mr.  St 
Germain.  So  that  is  one  reason  why  some  of  the  members  are  not 
here.  They  are  on  the  House  floor. 

But  on  the  other  hand,  it  is  10  or  12  minutes  past  the  appointed 
hour,  so  there  is  no  reason  that  we  should  wait.  So  we  will  contin- 
ue. 

At  this  point  this  afternoon,  we  are  delighted  to  have  once  again 
a  very  distinguished  witness  who  has  been  very  helpful  to  all  of  us 
on  this  level,  and  above  all  a  very  courageous  lady,  Ms.  Gushing  N. 
Dolbeare,  who  is  the  president  of  the  National  Low  Income  Hous- 
ing Coalition. 

Through  the  years  she  has  done  a  tremendous  job,  and  as  I  said 
and  repeat,  she  has  helped  some  of  us  on  this  representative  level 
to  serve  as  truly  representative  as  we  best  can.  So  once  again, 
thank  you,  Ms.  Dolbeare.  And  you  are  an  experienced  hand  and 
you  know  that  if  you  wish  to  introduce  for  the  record  your  pre- 
pared statement  and  then  summarize,  whatever  you  may  feel  you 
can  best  do  that  way.  Well,  without  any  objection  whatsoever,  we 
will  do  it  that  way. 

And  also,  at  the  proper  time,  you  may  make  the  request  of  the 
subcommittee  that  we  place  into  the  record  the  two  articles  and 
letter  that  you  suggested  we  might  want  to.  In  fact,  I  would  ask 
general  leave  to  do  that  without  objection  following  the  presenta- 
tion of  your  testimony  for  the  record.  And  we  will  get  it  to  the  re- 
porter in  due  course. 

And  also,  if  you  have  no  objection,  we  are  aware  and  cognizant  of 
an  excellent  feature  article  on  you  in  The  Washington  Post.  As  a 
matter  of  fact,  I  think  it  was  on  the  same  day  that  I  saw  the  article 
on  Mr.  Napolitano.  So  if  you  have  no  objection,  if  you  consider  it 
an  unobjectionable  article,  we  think  it  would  be  very  helpful.  Be- 
cause we  will  have  in  the  record  I  think  a  proper  and  an  associated 
brief  biographical  sketch  that  would  be  helpful. 
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STATEMENT  OF  CUSHING  N.  DOLBEARE,  PRESIDENT,  NATIONAL 
LOW  INCOME  HOUSING  COALITION 

Ms.  DoLBEARE.  Thank  you  very  much,  Mr.  Chairman. 

I  am  delighted  to  have  that  article  in  the  record.  I  will  follow 
your  suggestion  and  summarize  my  statement.  Perhaps  I  should 
identify  the  two  additional  submissions  for  the  record  at  the  outset. 

The  first  is  a  special  memorandum  prepared  by  the  Low  Income 
Housing  Information  Service,  of  which  I  am  part-time  executive 
secretary.  LIHIS  is  an  organization  which  does  not  take  positions 
on  housing  matters,  but  we  try  to  provide  information  on  legisla- 
tion and  proposals  that  affect  low-income  housing,  particularly  to 
low-income  people  and  low-income  organizations  so  they  can  form 
their  own  conclusions  about  the  policy  positions  and  actions  they 
want  to  take.  The  memorandum  is  a  fairly  extensive  summary  of 
the  Reagan  budget  and  its  impact  on  low-income  housing. 

The  second  item  which  I  would  like  to  place  in  the  record  is  a 
letter  sent  to  the  President  on  December  21,  1981,  urging  the  Presi- 
dent not  to  cut  the  low-income  housing  budget,  but  rather  to 
expand  low-income  housing  assistance  and  to  regard  low-income 
housing  as  one  of  the  essential  safety  net  programs  for  low-income 
people.  The  text  of  the  letter  is  less  important  than  the  fact  that 
that  letter  was  signed  by  111  national  organizations  and  over  1,500 
State  and  local  organizations  from  every  State  in  the  Union,  by  a 
number  of  public  officials. 

And  I  should  add  perhaps,  because  it  is  not  evident  from  the  doc- 
ument, that  these  signatures  were  all  collected  within  a  matter  of 
10  days.  When  we  sent  out  the  draft,  we  said  time  was  short.  We 
realized  people  would  have  to  react  quickly,  but  low-income  hous- 
ing was  facing  an  emergency  and  we  hoped  that  they  would  re- 
spond. We  had  hoped  to  get  500  signatures  if  we  were  lucky,  and 
we  got  more  than  three  times  as  many  as  we  had  anticipated.  That 
demonstrates  that  low-income  housing  is  important  to  low-income 
people.  Everybody  has  known  this  for  years  that  it  is  important  to 
the  providers  who  build  the  housing  and  to  the  people  who  manage 
the  housing,  to  city  governments  and  administrators  who  adminis- 
ter the  housing. 

But  there  has  been  a  general  perception,  I  think,  that  low-income 
housing  did  not  enjoy  the  same  kind  of  broad  general  support  from 
people  who  cared  about  what  happens  to  other  people  as  the 
hunger  programs,  health  programs,  and  other  programs.  And  I 
think  that  this  letter  is  a  very  clear  demonstration,  because  it  was 
signed  by  religious  organizations,  it  was  signed  by  neighborhood  as- 
sociations, it  was  signed  by  labor  unions,  it  was  signed  by  civil 
rights  groups,  it  was  signed  by  a  broad  array  of  organizations  from 
every  walk  of  life  and  every  possible  political  perspective. 

I  think  that  demonstrates  as  nothing  else  in  my  30  years  in  hous- 
ing has  that  there  is  a  real  constituency  for  doing  something  effec- 
tive about  meeting  the  housing  needs  of  low-  and  middle-income 
people. 

My  prepared  statement  is  in  four  parts: 

First,  and  I  spent  the  most  time  on  this  particular  part,  I  took  a 
look  at  the  most  recent  statistics  I  could  find,  most  particularly  a 
document  which  HUD  published  last  week,  the  1980  Financial 
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Characteristics  of  the  Inventory  volume  of  the  annual  housing 
survey,  and  one  which  came  out  about  6  weeks  ago.  General  Hous- 
ing Characterstics  as  of  1979,  which  shows  major  changes  in  the 
housing  inventory  that  have  taken  place  in  the  period  from  1970 
through  1979. 

And  I  was  struck  all  over  again  at  the  seriousness  and  the  inten- 
sity of  the  housing  problems  of  low-income  people.  The  decade  of 
the  1970's  was  a  decade  of  substantial  housing  progress  for  most 
American  families.  But  it  was  a  decade  in  which  low-income  fami- 
lies found  themselves  getting  further  and  further  behind. 

Some  figures  on  housing  costs  demonstrate  this.  The  cost  of  hous- 
ing overall  increased  far  more  rapidly  than  household  incomes. 
Median  income  for  owners  between  1970  and  1979  increased  by  89 
percent.  Median  value  of  owner-occupied  houses  increased  by  175 
percent.  Median  income  for  renters  increased  by  58  percent. 
Median  rents  increased  by  just  over  100  percent. 

And  one  of  the  other  things  that  happened  is  that  the  gap  be- 
tween median  owner  income  and  median  renter  income  widened. 
Increasingly,  people  who  rent  housing  are  people  who  cannot  afford 
to  own.  Most  particularly,  they  cannot  afford  new  housing. 

In  1970  the  median  rent  for  households  with  incomes  below 
$3,000 — and  of  course  there  were  a  lot  more  households  with  in- 
comes below  $3,000  in  1970  than  there  are  now — the  median  rent 
was  less  than  $85  a  month.  You  cannot  group  these  things  too  well. 
It  was  $79  for  households  with  incomes  below  $2,000.  It  was  $85  a 
month  for  households  with  incomes  between  $2,000  and  $3,000. 
Now,  $85  a  month  median  rent  is  34  percent  of  $3,000. 

By  1979  the  median  rent  for  households  in  that  same  income 
range — and  there  were  still  almost  3  million  of  them— for  house- 
holds with  incomes  below  $3,000  was  $179  a  month.  And  $179  a 
month  is  72  percent  of  $3,000. 

That  is  what  happened  to  the  housing  situation  of  the  very 
lowest  income  people  in  this  country.  Moreover,  even  if  the  housing 
situation  were  perfect  in  all  other  respects:  even  if  we  had  gotten 
rid  of  substandard  housing;  even  if  all  of  the  less  expensive  low- 
rent  units  were  occupied  by  households  with  the  lowest  income; 
even  if  the  sizes  matched  up;  even  if  a  lot  of  other  extraneous 
things  which  we  know  not  to  be  true  were  in  fact  true,  the  basic 
fact  is  that  there  are  twice  as  many  households  with  incomes  below 
$3,000  as  there  are  units  which  they  can  afford. 

That  in  our  view  is  the  most  critical  housing  problem  we  face. 
That  gap  is  wide.  That  gap  is  growing. 

My  testimony  recites  on  pages  2  and  3  some  of  the  characteristics 
of  those  2.7  million  renter  households  with  incomes  below  $3,000. 
About  half  of  them  were  single  individuals.  But  51  percent  were  in 
households  of  two  or  more.  And  in  1979  the  poverty  level  for  a 
household  with  two  people  in  it  was  over  $5,000  a  year. 

Five  percent  were  in  households  with  five  or  more,  and  that  pov- 
erty level  was  close  to  $10,000  for  a  household  of  five  or  more  in 
1980.  Thirteen  percent  were  married.  Twenty-seven  percent  had 
children  under  18,  and  6  percent  had  3  or  more  children  under  18. 

Fifty-two  percent  had  moved  in  the  last  year,  and  part  of  that  is 
the  kind  of  insecurity  that  comes  from  having  a  very  low  income 
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and  being  unable  to  find  any  kind  of  affordable  rent  other  than  in 
subsidized  housing. 

Fifty-nine  percent  in  fact  paid  more  than  60  percent  of  their  in- 
comes for  rent,  and  only  4  percent  paid  less  than  25  percent  of 
their  income  for  rent. 

I  could  go  on  and  on,  but  you  know  that  picture.  And  in  addition 
to  those  2.7  million  households,  there  were  another  3.3  million 
households  with  incomes  above  $3,000,  but  still  below  the  poverty 
level  as  officially  defined,  and  another  5  million  owner-occupants 
with  incomes  below  the  poverty  level. 

In  other  words,  there  are  11  million  households — or  were  in  1980 
and  the  number  has  gone  up  slightly  since  then — with  incomes 
below  the  poverty  level. 

Now,  1982  marks  the  45th  anniversary  of  the  passage  of  the 
Housing  Act  of  1937,  when  we  began  providing  subsidized  housing 
in  an  organized  way  for  low-income  people.  And  in  all  of  those  45 
years  we  have  provided  fewer  housing  units  subsidized  for  low-  and 
moderate-income  people  than  the  number  of  unsubsidized  units 
provided  by  the  private  sector  in  2  good  years  back  to  back. 

I  sometimes  wonder  why  I  spend  so  much  time  and  energy  and 
so  many  of  the  rest  of  you  spend  so  much  time  and  energy  in 
trying  to  expand  this  really  pitifully  low  level  of  low-income  hous- 
ing programs.  But  those  programs,  inadequate  as  they  are  in  scale, 
have  made  a  difference. 

For  example,  while  only  11  percent  of  all  rental  units  are  subsi- 
dized, almost  three-fifths  of  the  units  renting  for  less  than  $100  a 
month  are  subsidized,  and  so  are  one-fifth  of  all  of  the  units  rent- 
ing for  between  $100  and  $150.  I  hate  to  think  what  low-income 
families  would  be  faced  with  if  those  subsidized  units  did  not  exist. 

In  passing  I  might  note  that  we  may  find  out  before  too  long. 

Subsidized  housing  provides  shelter  for  almost  one-quarter  of  all 
very  poor  renter  households,  and  I  am  using  the  poverty  income 
level  as  "very  poor."  Almost  one-third  of  all  very  poor  elderly  rent- 
ers live  in  assisted  housing,  as  do  comparable  percentages  of  poor 
black  renters  and  female-headed  renter  households.  Hispanic 
households  and  white  households  are  less  well  served. 

Finally — and  you  will  hear  more  about  this  later,  I  am  sure — a 
higher  proportion  of  low-income  households  in  center  cities  than  in 
rural  areas  is  living  in  subsidized  housing. 

We  hear  a  lot  about  the  cost  of  Federal  housing  programs  and 
low-income  housing  programs.  I  would  just  like  to  emphasize  one 
very  simple  point:  There  would  be  no  need  for  low-income  housing 
programs  if  providing  shelter  did  not  cost  a  whole  lot  more  than 
low-income  people  can  afford  to  pay. 

Instead  of  focusing  on  the  high  cost  of  these  programs  and  how 
much  we  are  spending  on  them — and  the  expenditures  are  substan- 
tial— we  ought  to  take  a  look  at  it  from  a  different  perspective  and 
consider  how  little,  after  45  years  of  effort,  we  are  in  fact  spending 
on  providing  housing  assistance  for  low-income  people. 

For  one  thing,  outlays  for  low-income  housing  assistance  have 
never  in  any  year  been  even  1  pjercent  of  total  federal  outlays.  For 
another  thing,  the  cost  of  housing-related  tax  expenditures— enti- 
tlement programs  for  middle-  and  upper-income  homeowners,  and 
investment  incentives  for  investors  in  housing — the  cost  of  those 
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expenditures  to  the  Treasury  in  1981  alone  was  more  than  the  cu- 
mulative outlays  of  all  of  the  low  and  moderate  income  housing 
programs  that  HUD  and  its  predecessor  agencies  have  subsidized 
since  1937. 

Moreover,  for  those  who  may  be  concerned  with  the  quarter  of  a 
trillion  dollars  of  committed  budget  authority  for  low-income  hous- 
ing that  runs  through  the  rest  of  this  century  and  into  the  next 
century,  they  are  tiny  compared  to  tax  expenditures  if  we  were  to 
project  the  cost  of  the  homeowner  deductions,  which  nobody  seems 
to  show  much  serious  interest  in  capping.  The  Senate  in  December 
passed  a  resolution  83  to  nothing  saying  they  are  not  going  to  be 
touched. 

If  we  projected  those  costs  over  the  same  period,  they  would  be  in 
the  trillions  of  dollars,  depending  upon  the  assumptions.  I  have 
done  them  and  depending  upon  the  assumptions  it  comes  out  any- 
where from  $3  to  $8  trillion  over  the  same  period  that  we  have  this 
quarter  of  a  trillion  for  low-income  people. 

I  think  it  is  important  to  keep  our  priorities  in  perspective.  Pages 
5  and  6  of  my  testimony  are  devoted  to  some  statements  about  the 
administration's  housing  programs.  I  will  review  those  very  quickly 
and  be  glad  to  answer  questions  if  you  have  them. 

In  brief,  the  administration's  housing  proposals  are  a  disaster.  As 
I  was  commenting  before  the  meeting,  in  1973  President  Nixon 
turned  off  the  faucet  on  low-income  housing;  now  President  Reagan 
seems  to  be  proposing  draining  the  pipes  as  well.  [Laughter.] 

If  these  proposals  are  adopted,  hundreds  of  thousands  of  low- 
income  units  already  approved  for  subsidy  will  never  be  built  or  re- 
habilitated. We  would  have  a  net  reduction  of  300,000  households 
in  the  number  of  households  who  will  receive  housing  assistance 
compared  to  what  we  would  get  if  we  simply  had  a  moratorium 
and  did  not  do  an3rthing,  including  not  having  any  rescissions. 

Rents  for  the  3  million  families  living  in  lower  income  housing 
would  be  sharply  increased.  By  counting  food  stamps  as  income 
and  by  setting  a  minimum  rent  equal  to  utilities,  these  proposals 
hit  low-income  people  hardest. 

At  the  top  of  page  6,  I  would  like  to  call  your  attention  to  some- 
thing which  we  now  have  some  statistical  basis  for  claiming,  which 
the  National  Low  Income  Housing  Coalition,  based  upon  various 
reports  from  our  members,  has  been  making  for  some  years.  On 
the  amount  which  tenants  in  subsidized  housing  are  in  fact  paying 
for  rents,  there  is  an  analysis  in  the  back  of  that  1980  annual  hous- 
ing survey  volume  which  shows  rents  paid  by  tenants,  all  tenants 
and  tenants  in  unsubsidized  housing.  And  if  you  subtract  one  from 
the  other  you  can  find  out  the  proportion  of  income  in  rent  that 
subsidized  tenants  pay. 

According  to  this  survey,  16  percent  of  renter  households  living 
in  subsidized  housing  today  pay  more  than  50  percent  of  their  in- 
comes for  shelter.  One-quarter  pay  more  than  one-third  of  their  in- 
comes for  shelter.  That  is  because,  in  spite  of  the  Brooke  amend- 
ment, in  spite  of  other  controls,  utility  allowances  have  not  been 
adequate.  Other  charges  have  been  added,  so  that  in  fact  tenants 
living  in  subsidized  housing  are  paying  rents  that  often  are  as  high 
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or  higher  as  a  proportion  of  their  income  as  tenants  in  unsubsi- 
dized  housing. 

We  believe  that  the  original  intent  of  the  Brooke  amendment 
should  be  restored  and  that  at  the  very  least  the  Congress  should 
take  a  serious  look,  get  some  hard  information  on  what  tenants  in 
subsidized  housing  are  now  paying  for  rents,  before  revising  those 
rent-income  ratios  and  making  them  worse. 

Our  third  major  point  about  the  administration's  proposals  is 
that  their  new  so-called  voucher  program,  because  of  the  way  that 
they  are  calculating  fair  market  rents  or  the  payment  standard, 
would  result  in  a  payment  standard  which  is  somewhere  between 
80  and  85  percent  of  current  fair  market  rents  under  the  section  8 
program. 

Now,  a  couple  of  weeks  ago  I  was  involved  in  some  training  semi- 
nars for  section  8  program  administrators  and  there  were  dozens  of 
them  there  from  all  parts  of  the  country.  I  asked  them  how  many 
of  them  felt  that  a  significant  proportion  of  their  clients,  not  a  ma- 
jority but  a  significant  proportion  of  their  clients,  could  find  hous- 
ing if  they  were  able  to  search  out  housing  in  their  own  communi- 
ties, as  is  proposed  under  this  voucher  program,  and  the  payment 
standard  was  80  percent  of  the  present  section  8  fair  market  rent. 

Not  a  single  person  in  those  two  audiences — there  were  two  sem- 
inars, 100  people  or  so  at  each  time — not  a  single  person  thought 
that  that  program  would  be  workable  in  their  own  communities. 

Now,  it  is  one  thing  to  say,  OK,  let  us  set  up  a  payment  stand- 
ard, let  us  provide  a  voucher  that  covers  the  difference  between 
what  the  tenant  contribution  is  supposed  to  be  and  what  housing 
costs  in  the  market  area,  and  then  let  us  give  some  people  some 
flexibility  to  find  other  housing:  If  they  want  to  pay  more  they  can; 
if  they  want  to  pay  less  they  can.  I  have  personally  espoused  that 
kind  of  approach  to  subsidizing  the  existing  housing  stock  since  the 
middle  1960's. 

But  it  is  something  quite  different  to  say,  let  us  do  that,  but  let 
us  only  make  the  payment  standard  80  percent  of  what  housing  ac- 
tually costs  in  that  area.  That  means  you  are  really  loading  a 
hidden  rent  increase  onto  the  tenant. 

Beyond  these  matters,  under  the  administration's  housing  pro- 
posals, some  public  housing  projects  would  have  to  close  because  of 
lack  of  operating  subsidies.  Some  of  them  are  being  proposed  for 
demolition.  Homeowners  facing  default  would  no  longer  receive 
housing  counseling  services;  150,000  families  living  in  rent  supple- 
ment housing  with  long-term  contracts  would  have  those  contracts 
replaced  by  shorter  term  contracts. 

The  rural  housing  programs  of  the  Farmers  Home  Administra- 
tion got  off  easy  this  year.  They  only  had  a  two-thirds  cut.  But  next 
year  they  are  proposed  for  elimination. 

Finally,  I  would  like  to  make  a  few  comments  on  H.R.  5731,  the 
Gonzalez  bill.  We  welcome  this  effort  to  design  a  counterproposal 
which  will  effectively  address  our  current  housing  situation,  and 
we  hope  that  this  will  be  ultimately  a  bipartisan  and  successful 
effort.  While  we  generally  endorse  the  direction  of  the  Gonzalez 
bill,  we  recommend  a  number  of  changes. 
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First,  considering  the  enormous  needs  of  low-income  people, 
which  I  have  already  described  and  stressed,  we  believe  the  level  of 
low-income  housing  assistance  provided  in  the  bill  should  be  in- 
creased. 

Second,  we  believe  that  funds  should  be  provided  for  section  8 
new  construction  and  rehabilitation  at  least  sufficient  both  to 
maintain  present  commitments  and  to  continue  funding  for  non- 
profit, community-based  and  limited  equity  organizations  that  have 
begun  to  use  the  section  8  new  construction  and  substantial  reha- 
bilitation program  in  some  volume  in  doing  neighborhood-based 
housing  activities.  This  is  particularly  important  in  order  to  pre- 
vent further  displacement  and  to  stabilize  neighborhoods. 

And  finally,  we  believe  that  rental  housing  production  should  be 
given  greater  emphasis  than  single  family  production,  and  that  the 
rental  production  program  proposed  in  H.R.  5731  should  be  im- 
proved in  three  respects: 

First,  by  requiring  that  40  percent  of  the  units  that  are  built,  at 
least  40  percent  be  subsidized  for  low-income  households; 

Second,  giving  clear  priority  to  proposals  which  provide  higher 
levels  for  low-income  people; 

And  third,  requiring  that  all  low-income  units  remain  as  rental 
units  for  30  years  unless  sold  under  limited  equity  arrangements  to 
their  occupants. 

There  are  also  some  long-range  proposals  at  the  close  of  my  testi- 
mony. We  think  that  the  current  situation  should  not  blind  us  to 
where  we  ultimately  ought  to  be  heading  in  dealing  with  the  low- 
income  housing  problems.  In  particular,  we  would  reiterate  our  call 
for  providing  housing  assistance  as  an  entitlement  to  low-income 
households  and  for  coupling  that  approach — an  income-based  sup- 
port mechanism  coupling  that  approach  with  the  necessary  expan- 
sion of  production  and  preservation  programs  to  meet  those  low- 
income  housing  needs  which  cannot  be  met  by  an  income  support 
program  alone. 

We  urge  this  committee  to  remember  that  housing  is  more  than 
bricks  and  mortar.  Our  housing  is  where  we  live.  It  shapes  our 
lives,  our  families,  and  our  communities.  The  importance  which  we 
give  to  housing  reflects  our  values  as  a  society. 

Do  we  care  that  millions  of  children  just  live  in  homes  and 
neighborhoods  that  violate  basic  standards  of  safety  and  decency? 
Do  we  care  that  millions  of  old  people  must  end  their  lives  without 
dignity  or  the  assurance  of  a  sound  roof  over  their  heads  and  heat 
in  their  homes?  Do  we  still  believe  that  the  Federal  Government 
must  play  a  role  in  ending  injustice  and  in  providing  resources  and 
assistance  where  no  one  else  can  do  so? 

The  National  Low  Income  Housing  Coalition  is  convinced  that 
the  answers  to  these  questions  can  and  must  be  a  resounding  yes. 

Thank  you  very  much,  Mr.  Chairman. 

[The  following  material  was  submitted  by  Ms.  Dolbeare  for  inclu- 
sion in  the  record:  "Meeting  Our  Low  Income  Housing  Needs,"  a 
prepared  statement;  a  special  memorandum  from  the  Low  Income 
Housing  Information  Service  'The  Reagan  Budget  and  Low  Income 
Housing";  a  statement  before  the  Senate  Banking  Committee  on 
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April  15,  1982,  ^^Maintaining  and  Expanding  Low  Income  Housing 
Assistance'';  a  paper  *The  Housing  Budget  and  Low  Income  Hous- 
ing Needs";  a  letter  to  President  Reagan  from  National  Low 
Income  Housing  Coalition  Chairperson  Edward  W.  Brooke,  dated 
December  21,  1981,  signed  by  national,  State,  and  local  organiza- 
tions and  public  officials,  urging  the  President  not  to  cut  the  low- 
income  housing  assistance  budget;  and  the  referred-to  Washington 
Post  article  of  March  6,  1982,  "Gushing  Dolbeare  Champions  Low- 
Income  Assistance."  The  material  follows:] 
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National 

Low  Income  Housing  Coalition 

215  Eighth  Street.  N.E..  Washington.  D.C.  20002  •  (202)  544-2544 

Hon.  Edward  W.  Brook*.  C/>a//p«rso/i  Gushing  N.  Oolbawa.  Pmidmtt 

MEETING  OUR  LOW  INCOME  HOUSING  NEEDS 

Statement  of  Gushing  N.  Dolbeare,  President,  National  Low  Income 
Housing  Coalition  before  Subcommittee  on  Housing,  Committee  on 
Banking,  Housing,  and  Urban  Affairs,  March  16,  1982 

This  is,  by  almost  any  measure,  a  grim  time  for  housing  advocates.  It 
is  particularly  grim  for  those  whose  primary  concern  is  low  income 
housing.  With  new  housing  production  at  its  lowest  levels  in  decades; 
with  all  traditional  forms  of  housing  finance  stagnating,  or  worse, 
and  with  unemployment  in  construction  approaching  20%,  it  is  all  too 
easy  to  forget  that  the  housing  crisis  for  low  income  people  is 
steadily  worsening. 

Moreover,  it  appears  that  neither  the  Administration  nor  Congress  is 
ready  to  approve  even  the  level  of  low  income  housing  assistance  that 
will  be  needed  to  keep  the  housing  situation  of  low  income  people  fron 
getting  steadily  worse.  Displacement  continues  —  even  from  subsidized 
housing.  Romelessness  is  increasing,  and  affecting  families  as  well  as 
single  people.  The  rise  in  energy  costs  is  decelerating,  but  many  low 
income  people  are  unable  to  afford  adequate  heat.  Unsubsidized  private 
rental  housing  construction  has  dried  up,  and  the  Administration  is  in 
the  process  of  attempting  to  retrieve  subsidized  units  already  in  the 
pipeline. 

This  testimony  will  cover  (1)  the  present  housing  situation  of  low 
income  people,  drawing  on  recently  published  Annual  Housing  Survey 
data  for  1979  and  1980;    (2)  some  observations  on  the  cost  of  federal 
housing  assistance,  both  directly  and  through  the  tax  code;  (3)  the 
Administration's  housing  proposals  and  their  impact;  (4)   the 
proposals  contained  in  H.R.  5731,  the  Gonzalez  bill. 

THE  HOUSING  SITUATION  OF  LOW  INCOME  PEOPLE 

For  most  Americans,  the  decade  of  the  1970 's  was  marked  by  housing 
progress.  The  number  of  occupied  housing  units  increased  by  almost  one 
quarter  (24.9%)  between  1970  and  1979.  Almost  two  thirds  (65.4%)  of 
all  households  owned  or  were  buying  their  own  homes.  The  number  of 
units  lacking  plumbing  facilities,  a  traditional  measure  of  housing 
quality,  dropped  by  46%.  While  average  household  size  fell  sharply 
(from  3.0  to  2.6  persons  for  owner-occupied  units  and  from  2.3  to  2.0 
persons  for  renter-occupied  units),  housing  units  increased  slightly 
in  size.  The  number  of  units  with  three  or  more  bedrooms  increased  by 
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one  third.  There  were  sharp  increases  in  the  number  of  elderly 
households r  single-parent  households  (both  Bale  and  fenale  heads),  and 
single-person  households. 

Unfortunately,  the  cost  of  housing  increased  far  more  rapidly  than 
household  incomes.  Median  income  for  oimers  increased  by  89%  (from 
$9700  to  $18300)  between  197  0  and  1979,  while  median  value  rose  by 
175%  (from  $17,100  to  $47100)  during  the  same  period.  The  income  gap 
between  owners  and  renters  continued  to  grow.  In  1970,  median  renter 
income  was  65%  of  median  owner  income  by  1979,  it  had  dropped  to  55%. 
As  Table  1  shows  there  were  mote  renters  than  owners  at  the  very 
lowest  income  levels  (below  $7,000),  while  owners  outnumbered  renters 
by  more  than  10:1  in  the  top  income  brackets  (above  $50,000). 

The  very  rapid  recent  rise  in  housing  cofit^F  particularly  for  low 
income  renters,  is  shown  in  Table  4.  While  toedlan  rents  for  all 
renters  rose  by  21%  in  the  three  years  from  197a  through  1930,  median 
rents  for  very,  very  low  Income  renters  (below  $3,000}  rose  by  38%. 
Moreover,  at  all  income  levels,  the  proportion  of  income  spent  for 
shelter  was  rising  although  the  median  was  25%  or  mote  only  for 
households  with  incomes  below  $15,000. 

While  housing  costs  rose  generally,  both  the  amount  and  the  impact  of 
the  increase  was  greatest  for  low  income  households.  For  example, 
while  the  number  of  renter  households  with  incomes  below  $3,000  per 
year  dropped  from  5.8  million  to  2.9  million  between  1970  and  1979, 
the  number  of  units  in  the  stock  at  rents  they  could  afford  dropped  by 
75%,  from  about  5  million  to  less  than  1.5  million. 

Thus,  there  is  a  wide  and  growing  "housing  gap"  for  very  low  income 
people.  Even  if  all  other  things  were  perfect    which  we  know  they 
are  not,  there  are  more  than  twice  as  many  renter  households  with 
incomes  below  $3,000  as  there  are  rental  units  available  at  25%  of 
their  incomes.  Even  using  a  30%  rent-income  ratio,  there  is  a  gap  of 
more  than  1.2  million  units  at  the  very  bottom  of  the  income  scale. 
(See  chart,  and  Tables  2  and  3) . 

What  are  the  characteristics  of  these  2.7  million  renter  households 
with  such  very  low  incomes? 

49%  were  single  individuals,  but  51%  were  in  households  with  two 
or  more  people,  and  5%  had  five  or  more. 

13%  were  married  couples;  6%  were  male-headed  households;  and  27% 
were  female-headed  households.  27%  had  children  of  their  own 
under  18,  and  6%  had  three  or  more. 

20%  were  single,  elderly  people;  but  29%  were  single,  nonelderly 
individuals. 

52%  had  moved  within  the  last  year  and  84%  had  moved  within  the 
last  ten  years. 

Only  19%  lived  in  subsidized  housing. 
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59%  paid  60%  or  more  of  their  income  for  rent.  Only  4%  paid  less 
than  25%. 

46%  lived  in  housing  built  before  1939. 

10%  lived  in  units  lacking  plumbing  facilities.  4%  were 
overcrowded. 

29%  were  black;  8%  were  of  Hispanic  origin. 

20%  lived  in  the  northeast;  27%  in  north  central  states;  37%  in 
the  south  and  16%  in  the  west. 

46%  lived  in  central  cities;  31%  lived  in  nonmetropolitan 
areas. All  had  incomes  less  than  75%  of  the  poverty  level. 

In  1980  there  were  also  another  3.3  million  renter  households  with 
incomes  above  $3,000,  but  still  below  the  poverty  level.  There  were 
also  4.9  million  owner-occupants  below  the  poverty  level. 

1982  marks  the  45th  anniversary  of  the  formal  start  of  the  public 
housing  program,  the  adoption  of  the  U.S.  Public  Housing  Act  of  1937. 
In  more  than  four  decades  of  a  variety  of  low  income  housing  programs, 
we  have  provided  subsidies  for  fewer  households  than  the  private 
sector  can  put  in  new  units  in  two  consecutive  good  production  years. 

Small  wonder,  then,  than  fewer  than  one  quarter  of  all  households  with 
incomes  below  the  poverty  level  are  living  in  federally  assisted 
housing. 

Even  with  this  sorry  record,  our  low  income  housing  efforts  havg  made 
a  difference. 

While  only  11%  of  all  rental  units  are  subsidized,  almost  three  fifths 
(57%)  of  the  units  renting  for  less  than  $100  monthly  are  subsidized, 
as  are  one  fifth  (22%)  of  the  units  renting  for  $100-149.  Perhaps  more 
important,  as  Table  6  shows,  subsidized  housing  provides  shelter  for 
almost  one  quarter  of  all  very  poor  renter  households  (incomes  below 
the  poverty  level) .  Almost  one  third  (32.7%)  of  all  very  poor  elderly 
renters  live  in  assisted  housing,  as  do  comparable  proportions  of  very 
poor  black  renters  (33.1%)  and  female-headed  renter  households 
(31.2%).  Very  poor  Hispanic  households  and  white  households  are  less 
well  served:  17.7%  of  very  poor  Hispanic  renters  and  20.0%  of  very 
poor  white  renters  are  in  subsidized  housing.  Finally,  it  should  be 
noted  that  public  housing  serves  poor  renters  living  in  cities  better 
than  those  elsewhere:  29.4%  of  very  poor  renters  in  central  cities 
live  in  subsidized  housing,  compared  with  19.4%  outside  of 
metropolitan  areas. 

THE  COST  OF  FEDERAL  LCDW  INCOME  HOUSING  PROGRAMS 

There  has  been  much  rhetoric,  particularly  in  these  times  of  concern 
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about  the  federal  deficit,  with  the  cost  of  low  income  housing 
programs.  There  is  a  threefold  problem  here:  (1)  to  provide  adequate 
levels  of  assistance;  (2)  to  identify  what  low  income  housing  really 
costs;  and  (3)  to  avoid  waste  and  unnecessary  costs. 

There  would  be  no  need  for  low  income  housing  programs  if  providing 
shelter  did  not  cost  more  than  low  income  people  can  pay.  This  truism 
is  worth  underscoring.  Ignoring  it  leads  to  efforts  to  save  money  by 
either  serving  a  higher  income  group  —  bypassing  the  poorest 
households  —  or  in  cutting  back  on  assistance  levels  so  that  projects 
become  unviable.  Our  present  inventory  of  assisted  housing  is  a 
valuable  national  resource  which  would  cost  many  times  as  much  to 
replace  as  it  would  to  maintain  it  adequately. 

Instead  of  focussing  on  the  high  cost  of  budget  authority  for  low 
income  housing  —  a  freak  of  the  budget  process  which  seriously 
jeopardizes  our  capacity  to  expand  housing  assistance  —  let  us 
consider  how  little,  after  45  years,  we  are  spending  for  this  major 
human  need. 

o    Outlays  for  low  income  housing  assistance  have  never, in  any 
year,  been  even  1%  of  total  federal  outlays. 

o    The  cost  of  housing-related  tax  expenditures  to  the  Treasury 
in  1981  alone  exceeded  THE  CUMULATIVE  OUTLAYS  for  low  income 
housing  assistance  under  all  of  the  programs  of  HUD  and  its 
predecessor  agencies  from  the  adoption  of  the  U.S.  Public 
Housing  Act  of  1937  through  1981. 

o    Compared  to  the  anticipated  cost  of  housing-related  tax 
expenditures,  primarily  hoc^e  owner  deductions,  the  $250 
billion  in  budget  authority  committed  to  long-term  contracts 
for  federal  housing  assistance  is  almost  trivial.  Unless 
constrained,  and  neither  Congress  nor  the  Administration 
appears  inclined  to  address  this  issue,  foregone  revenues 
for  the  rest  of  this  century  will  be  many  trillions  of 
dollars. 

There  are  ways  of  reducing  the  cost  of  housing  assistance  for  low 
income  people.  One  of  the  most  effective  approaches  would  be  to  focus 
the  provision  of  housing  assistance  to  individual  households,  on  the 
one  hand,  and  to  public,  nonprofit,  and  limited  equity  housing  owners 
on  the  other. 

THE  ADMINISTRATION'S  HOUSING  PROPOSALS 

Low  income  housing  bears  the  brunt  of  the  $56  billion  in  budget  cuts 
proposed  by  President  Reagan.  Measured  in  "budget  authority",  or 
spending  commitments,  the  1983  budget  provides  $32  billion  less  than 
"current  services",  or  the  amount  needed  to  maintain  federal  programs 
at  their  present  levels.  However,  since  there  is  a  $30  billion 
increase  above  current  services  in  budget  authority  for  national 
defense,  the  total  cut  in  all  other  programs  is  $62  billion. 
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922   billion,  or  37%,  of  this  cat  coaes  fron  low  incoae  housing 
prograas.  This  is  by  far  the  lar9«Et  cut  proposed  for  any  activity  of 
the  federal  governaent.   In  fact,  it  is  alnost  ^5  billion  aore  than 
the  coabined  total  of  all  the  other  cuts  in  education,  training, 
evploypent^  social  services  health   including  Medicare  and  Medicaid), 
food  ctampB,  v^it3C€  and  other  income  security f  safety  net  progr2»s. 
ImSeedjr  the  1983  increase  in  the  ntilitary  budget  could  be  funded  out 
of  the  1982  and  1983  low  income  housing  cuts  alone. 

In  short,  the  Reagan  Adainist ration  would  reverse  the  slow  progress  ve 
have  been  aaking  in  expanding  low  incoae  housing  prograas  and, 
instead,  curtail  the  present  level  of  assistance,  particularly  for  nev 
or  rehabilitated  assisted  housing  units.  It  would  get  rid  of  aany 
existing  subsidized  units.  And  it  would  rai£e  rentE  to  the  point  where 
federally  subsidized  low  incoae  housing  aay  cost  aore  than 
unsubsidized  housing. 

If  adopted  by  the  Congress,  the  iapact  of  the  budget  and  legislative 
proposals  would  be  disastrous  for  low  income  people. 

o    Hundreds  of  thousands  of  low  income  units  already  approved 
for  subsidy  will  never  be  built  or  rehabilitated,  because 
the  subsidy  commitaients  will  be  withdrawn. 

The  Administration  prcpoBes  cancellation  of  hundreds  of 
thousands  of  commitments  for  new  or  rehabilitated  housing 
units,  already  approved  under  the  Section  8  and  public 
housing  programs.   A  net  total  300,000  of  the  700,000  units 
now  "in  the  pipeline"  would  be  lost  forever.  This  loss 
comes  at  a  time  when  the  stoc)c  of  affordable  rental  housing 
units  is  shrinking  rapidly  and  almost  one  fifth  of  all 
construction  workers  are  unemployed. 

o    Rents  for  the  3  million  families  living  in  lower  income 

housing  would  be  sharply  increased.  The  Administration  will 
propose  legislation  to  require  tenants  to  pay  their  entire 
utility  bills  and  to  count  food  stamps  as  income.  This 
could  double  or  treble  rents  for  many  households.  Moreover, 
all  present  deductions  from  income  would  be  ended.  Rent 
increases  would  be  phased  in  over  five  years  (the  present 
10%  cap  on  rent  increases  would  be  raised  to  20%)  . 

These  proposals  hit  hardest  on  very  low  income  people,  who 
receive  the  maximum  food  stamp  allotments   Their  cents 
would  go  up  by  $50  or  more.   People  in  states  with  low 
welfare  grants  would  he   worst  off^.   In  Mississippi,  for 
example,  a  mother  on  welfare  with  two  children  would  have 
only  $10  left  over  each  month  after  paying  30%  of  her 
combined  cash-and-food-stamps  as  rent.  (That  is,  as  long  as 
Mississippi  does  not  exercise  the  option,  given  to  states 
last  year,  of  reducing  welfare  grants  to  households  living 
in  assisted  housing  by  the  amount  of  the  shelter  portion  of 
the  grant  —  in  which  case,  the  rent  in  subsidized  housing 
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would  greatly  exceed  cash  income.) 

The  proposal  that  tenants  pay  the  full  cost  of  their 
utilities  is  even  worse,  particularly  in  cold  climates  or 
older,  poorly  insulated  projects,  where  utility  bills 
average  well  over  $100  per  month.  The  National  Low  income 
Housing  Coalition,  and  others  have  long  contended  that 
subsidized  housing  residents  in  fact  often  pay  far  more  than 
25%  of  their  incocnes  for  rent,  because  of  the  inadequacy  of 
utility  allowances   Now  the  Bureau  of  the  Census  confirms 
this  view  ks   Table  5  shows,  16%  of  households  living  in 
subsidized  housing  paid  more  than  50%  of  their  incomes  for 
shelter,  and  one  quarter  paid  more  than  one-third  of  their 
incomes . 

We  urge  Congress  to  review  these  facts  and  actual 
rent-income  ratios  and  to  restore  the  original  intent  of  the 
Brooke  amendment,  which  was  to  limit  housing  expenditures, 
including  utilities,  to  25%  of  income. 


Federal  rent  subsidies  would  be  reduced  by  15-20%  in  the 
Section  8  existing  program  and  tenants  would  have  to  pay  the 
extra  costs  out  of  their  own  pockets,  along  with  the 
increased  rents.   It  would  be  even  harder  for  large 
households  to  find  quarters. 

This  would  be  done  under  the  'modified  Section  8  existing 
program"  by  giving  certificates  that  cover  the  difference 
between  30%  of  tenant  income  and  a  reduced  fair  market  rent 
(about  15-20%  below  present  levels  because  of  changes  in  how 
it  would  be  calculated) •  Tenants  would  then  negotiate  their 
own  rents,  paying  less  if  they  could  find  a  place  for  lessj 
paying  the  extra  if  they  couldn't. 

As  proposed  by  the  Administration,  this  constitutes  a  hidden 
rent  increase  for  tenants  being  switched  to  the  new  program. 
I  have  queried  a  broad  range  of  Section  8  housing 
administrators  —  attending  two  training  conferences  —  on 
whether  their  clients  could  find  housing  in  their 
communities  at  80%  of  current  fair  market  rents.  Not  one 
thought  it  would  be  possible. 

Moreover,  there  is  clear  evidence,  both  from  the 
Experimental  Housing  Allowance  Program  and  the  Section  8 
existing  program,  that  vouchers  can  meet  only  a  part  of  the 
low  income  housing  needs  They  serve  households, 
essentially,  whose  primary  problem  is  af fordability.  But 
they  do  not  provide  shelter  for  households  the  private 
market  is  unwilling  or  unable  to  serve  large  families, 
single-parent  families,  minority  families.  Even  at  present 
fair  market  rents,  half  of  all  households  receiving  Section 
8  certificates  are  unable  to  find  units  within  their  alloted 
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time  period  of  sixty  days.  The  proportion  is  far  higher  for 
minorities,  female-headed  households,  and  households  now 
living  in  substandard  housing. 

There  is  no  provision  in  this  new  voucher  program  to  provide 
annual  adjustments  for  rent  increases.   Expiring  Section  8 
existing  contracts  are  to  be  converted  to  the  new  program. 

o    Some  public  housing  projects  would  have  to  close.  Services 
and  mainti^n^nce  would  have  to  be  curtailed  in  those 
remaining  open.   Several  thoujiand  low  Income  families  living 
in  public  housing  would  be  displaced  because  their  homes 
would  be  demolished   The  level  of  operating  subsidies  for 
public  housing  is  dimply  inadequate  to  maintain  it:  about 
two  thirds  of  estimated  need. 

o    Homeowners  facing  default  would  no  longer  receive  housing 
counseling  to  assist  them  in  retaining  their  homes.  The 
housing  counseling  program  would  be  ended. 

o    150,000  families  living  in  rent  supplement  projects  would 
have  no  assurance,  beyond  five  years,  that  they  %rould 
receive  housing  assistance.   Present  rent  supplement 
contracts  would  be  ended,  and  tenants  given  vouchers 
instead. 

o    The  rural  housing  programs  of  the  Farmers  Home 

Administration  would  be  cut  to  one-third  of  their  present 
level.  They  are  to  be  virtually  terminated  in  1984. 

These  proposals  are  made  at  a  time  of  housing  crisis.   New  production 
is  at  its  lowest  level  in  two  generations.   Rents  in  the  private 
market  are  beyond  the  reach  of  the  millions  of  low  income  households 
these  programs  were  intended  to  help. 

In  short,  the  budget  proposals  offer  no  hope  to  low  income  people: 
either  to  those  now  living  in  low  income  housing  or  to  the  hundreds  of 
thousands  more  on  the  waiting  lists.  They  must  be  rejected. 

COMMENTS  ON  H.R.  5731  —  THE  "GONZALEZ  BILL" 

The  National  Low  Income  Housing  Coalition  welcomes  the  effort  to 
design  a  counterproposal  which  will  effectively  address  our  current 
housing  situation.  We  hope  that  this  will  be  a  bipartisan  and 
ultimately  successful  effort. 

While  we  generally  endorse  the  direction  of  the  Gonzalez  bill,  we 
recommend  a  number  of  changes: 

o    Considering  the  enormous  needs  of  low  income  people,  the 

level  of  low  income  housing  assistance  should  be  increased. 

o    Funds  should  be  provided  for  Section  8  new  construction  and 
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rehabilitation,  at  least  sufficient  to  maintain  present 
comnitments  and  to  provide  additional  Section  8  assistance 
to  nonprofit,  limited  equity,  and  community  based  housing 
organizations  so  they  can  continue  their  low  income  housing 
activities. 

o    Rental  housing  production  should  be  given  greater  emphasis 
than  single  family  production.  Moreover,  the  rental  housing 
production  program  proposed  in  H.R.  5731  should  be  improved 
by  (1)  requiring  that  40%  of  the  units  provided  be 
subsidized  for  lower  income  households;  (2)  giving  clear 
priority  to  proposals  which  provide  higher  levels  for  lower 
income  people;  (3)  requiring  that  all  lower  income  units 
remain  as  rental  units  for  30  years  unless  sold,  under 
limited  equity  arrangements,  to  their  occupants. 

We  urge  your  adoption  of  these  recommendations  and  look  forward  to 
working  with  the  Committee  as  it  considers  this  important  legislation. 

WHERE  NEXT:  SOME  LONGRANGE  PROPOSALS 

The  National  Low  Income  Housing  Coalition  believes  that  our  national 
housing  policy  must  start  with  the  principle  that  affordable  access  to 
housing  is  a  basic  human  righti^  This  right  must  be  firmly  established 
as  the  basis  for  federal  housing  policy  and  programs.   We  believe  the 
federal  government  has  a  fandanientdl  ceaponsibility  to  assure  that 
everyone  living  in  this  country  is  able  to  obtain  decent  housing  at 
affordable  costs. The  federal  resources  necessary  to  make  this  right  a 
reality  for  low  income  people  can  and  should  be  provided.  To  this  end, 
we  support: 

o    Adoption  of  an  adequately  funded  entitlement,  income  based 
housing  assistance  program  to  enable  low  income  people  to 
obtain  decent  housing  at  costs  they  can  afford. 

o    Expansion  of  production  and  preservation  programs  to  meet 
those  low  income  housing  needs  which  cannot  be  met  by  an 
income-support  program  alone. 

o    A  strong  reaffirmation  of  the  federal  government's  rolein 
guaranteeing  fair  access  to  housing  by  all  citizens, 
including  strengthening  of  the  federal  fair  housing  law  and 
its  enforcement. 

o    Restructuring  tax  policy  to  shift  budgetary  resourcesf rom 
those  who  have  to  those  who  do  not.  The  federal  cost  of 
housing-related  income  tax  expenditures  now  tops  $40  billion 
annually  —  more  than  five  times  the  cost  of  housing 
assistance  presently  provided  for  low  income  people.  The 
bulk  of  these  tax  expenditures  benefit  people  in  the  top 
quarter  of  the  income  distribution. 

o    A  strong  role  for  community  based,  nonprofit  organizations, 
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in  the  impleBentation  of  housing  prograas,  along  with  the 
availability  of  federal  assistance  to  neet  a  broad  range  of 
housing  needs  at  the  neighborhood  and  community  level. 

o    A  strong  reaffirmation  of  the  federal  government's 

continuing  commitment  to  retaining  the  current  stock  of 
federally  assisted  and  insured  housing,  now  occupied  by  low 
and  moderate  income  people,  for  their  use.  This  includes  all 
present  public  housing,  HDD-assisted,  HUD-insured,  and 
HUD-held  units,  as  well  as  units  assisted  by  the  Farmers 
Home  Administration.  The  necessary  funds  should  be  provided 
to  maintain  this  housing  in  viable  condition. 

o    Modification  of  monetary  and  credit  policies  to  counteract 
the  high  financing  costs  for  housing  and  the  credit-related 
sharp  fluctuations  in  residential  construction  which 
increase  the  costs,  prices,  and  rents  of  all  housing^^ 

o    A  strong  reaffirmation  of  the  responsibility  of  the  federal 
government  to  bring  its  resources  to  bear  to  prevent 
displacement  of  low  income  people  from  their  homes  and 
neighborhoods  by  either  public  or  private  action. 

We  urge  this  committee  to  remember  that  housing  is  more  than  bricks 
and  mortar.  Our  housing  is  where  we  live:  it  shapes  our  lives,  our 
families,  and  our  communities. 

The  importance  which  we  give  to  housing  reflects  our  values  as  a 
society.  Do  we  care  that  millions  of  children  must  live  in  homes  and 
neighborhoods  that  violate  basic  standards  of  safety  and  decency?  Do 
we  care  that  millions  of  old  people  must  end  their  lives  without 
dignity  or  the  assurance  of  a  sound  roof  over  their  heads  and  heat  in 
their  homes?  Do  we  still  believe  that  the  federal  government  must 
play  a  role  in  ending  injustice,  and  in  providing  resources  and 
assistance  where  no  one  else  can  do  so?  The  National  Low  Income 
Housing  Coalition  is  convinced  that  the  answers  to  these  questions  can 
and  must  be  "YES". 
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TABLE  1.  Income  distribution  for  owners  and  renters,  by  race,  1980. 
(Households  in  thousands) . 

TncoMC  Qifnerg 


13,000  or  less 

2,155 

13,000-6,999 

5,750 

17,000-9,999 

4,367 

110,000-14,999 

7,217 

115,000-19,999 

6,977 

120,000-24,999 

6,707 

125,000-34,999 

9,814 

135,000-49,999 

6,002 

150,000-74,999 

2,445 

175,000  or  Bore 

U.082 

Total 

52,516 

Median 


$19,800 


Ml 

2,748 
6,479 
3,862 
5,553 
3,672 

788 
1,483 
697 
841 
477 

232 
616 
422 
519 
264 

2,263 

1,984 

699 

207 

264 

203 

61 

13 

156 

101 
29 

4 
6 

27,556 

4,827 

2,349 

$10,600 

$7,600 

$9,300 

Source: 


1980  Annual  Housing  Survey,  Part  C,  Financial 
Characteristics  of  the  Inventory. 


TABLE  lA. 


MONTHLY  SHELTER  COST  AT  25%  AND  30%  OF  INCOME  FOR 
SELECTED  INCOME  LEVELS 


Income 


la. 


2S1. 


$3,000 

$62 

$75 

$7,000 

146 

175 

$10,000 

208 

250 

$15,000 

312 

375 

$20,000 

417 

500 

$25,000 

521 

625 

$35,000 

729 

875 

$50,000 

1042 

1250 

$75,000 

1562 

1875 
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TBBLE  2. 


IMO. 


AFFQUABLB  OnXS  AT  2S% 


I9CXMB  ftATXO* 


Total 


27,556 


Hoita 


filBZ&IISlBft     CnilatiT^ 


$3,000  or  less 

2,740 

1,301 

-1,447 

-1,447 

$3,000-6,999 

€,479 

3,807 

-2,672 

-4,119 

$7,000-9,999 

3,862 

5,415 

♦1,553 

-2,566 

$10,000-14,999 

5,553 

9,920 

'»4,367 

♦1,801 

115,000-19,999 

3,672 

4,576 

^04 

♦2,705 

$20,000-24,999 

2,263 

1,503 

-760 

♦1,945 

$25,000-34,999 

1,984 

814 

-1,170 

♦775 

$35,000  or  Bore 

994 

215 

-775 

0 

27,556 


Source:  Estiaated  by  KLIBC  froa  data  in  Annaal  Bousing  Survey, 
Part  C,  Financial  Characteristics  of  the  Inventory. 


TI^LB  3.  RENTER  HOOSEBOLDS  AND  AFFORDABLE  UNITS  AT  30%  RENT-INCOME  RATIO, 
1980. 


Tncoimm 

nnitLa 
1,513 

-1,235 

CMMli^lYt 

$3,000  or  less 

2,748 

-1,235 

$3,000-6,999 

6,479 

5,694 

-785 

-2,020 

$7,000-9,999 

3,862 

7,496 

♦3,634 

♦1,614 

$10,000-14,999 

5,553 

9,012 

♦3,459 

♦5,073 

$15,000-19,999 

3,672 

2,545 

-1,127 

♦3,946 

$20,000-24,999 

2,263 

791 

-1,472 

♦2,424 

$25,000  or  sore 

2,978 

504 

-2,494 

0 

Total 
Source: 


27,556 


27,556 


Estisated  by  NLIflC  from  data  in  Annual  Housing  Survey, 
Part  Cr  Financial  Characteristics  of  the  Inventory. 
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TKBLB  4.  CBAHGES  II  NEDIAB  RBHTS  AID  MEDIAII  REHT-IRCOHB  RATIOS 


Incoae 

1980 

1979 

1978 

1980 

1979 

1978 

$3,000  or  less 

$179 

$147 

$130 

72+% 

60+% 

60+% 

$3,000-6,999 

187 

172 

165 

47 

44 

42 

$7,000-9,999 

222 

205 

193 

32 

31 

29 

$10,000-14,999 

249 

232 

214 

25 

24 

22 

$15,000-19,999 

274 

252 

233 

20 

18 

17 

$20,000-24,999 

296 

277 

256 

17 

16 

14 

$25,000-34,999 

327 

303 

284 

14 

13 

13 

$35,000-49,999 

362 

337 

326 

12 

11 

11 

$50,000-74,999 

393 

401 

347 

9- 

10- 

8- 

$75,000  or  more 

423 

359 

283 

7- 

6- 

5- 

All  renters 

241 

217 

200 

27 

26 

25 

Source:  Annual  Housing  Survey, 

Part  C,  Financial  Characteristics  of  the  Inventory. 

above 

60%  or  below  are  MLIHC  estimates. 


Ratios 


TABLE  5. 


COMPARISON  OF  RENT-INCOME  RATIOS  FOR  SUBSIDIZED  AND 
UNSUBSIDIZED  HOUSING  TENANTS,  19800 


Rent-income  ratio 

subsidized 

H&i-.  . 

1 

Under  10  percent 
10-14  percent 
15-19  percent 
20-24  percent 

117 
228 
445 

664 

4.0 

7.8 

15.1 

22.6 

1,114 
2,605 
3,570 
3,153 

5.1 
11.8 
16.8 
15.9 

25-34  percent 
35-49  percent 
50-59  percent 
60  percent  or  more 

644 

292 

91 

385 

22.6 

10.0 

3.1 

13.1 

4,269 
3,207 
1,149 
3,358 

20.5 

14.6 

5.2 

15.6 

Not  computed 

65 

2.2 

1,518 

6.6 

Total/median 

2,932 

25 

23,942 

27 

Source:   Annual  Housing  Survey, 
Part  C,  Financial 
Characteristics  of  the  Inventory. 
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TABLE  6.   mo  LIVES  IE  SOBSIDIXED  EOQSIK, 


TotAl  82,3€8 

K«ai«r-t>ocQpi«d  1€,487 

LiTlag  is  «ibsldlt«d  boosing  2,777 

Percent  of  renters  10.4% 


19t0 


[i5LlBl"^iffi!l 


Si 


10,9€8 
€,0€3 
1,430 
23. €% 


15,557 
8,153 
1,8€€ 
22.9% 


tm^r    1ft   v^riB 


Total 
Renters 

Lining  in  subsidised  bousing 
Percent  of  renters 

34,329 

10,03€ 

1,297 

12.9 

4,928 

3,12€ 

787 

25.2 

€,€07 

3,949 

917 

23.2 

Baiifleholder  6  5  or  oftj 

16,912 

4,128 

956 

23.2% 

3,188 

1,237 

405 

32.7% 

Total  houseboIdB 
Renters 

Liviii^  in  Bubsidiied  bousing 
Percent  of  renters 

5,137 

1,931 

652 

33.8% 

White  houEeholder 

Renters 

Living  in  subsidized  housing 
Percent  of  renters 

71,872 

21,135 

1,612 

7.6% 

7,828 

3,934 

745 

20.0% 

11,593 
5,549 
1,029 
18.5% 

Black  househgldeti 

Total  householdQ 
Renters 

Living  in  Bubaidized  housing 
Percent  of  renters 

8,847 
4,618 
1,075 
23.6% 

2,864 

1,941 

643 

33.1% 

3,588 
2,383 

771 
32.8% 

3,906 

2,085 

223 

10.7% 

956 

685 

121 

17.7% 

Total  households 
Renters 

Living  in  subsidized  housing 
Percent  of  renters 

1,317 
908 
155 

17.1% 

\i 
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SPECIAL  MEMORANDUM 

Low  Income  Housing  Information  Service 

****************************** 

215  QGHTH  STREET.  NORTHEAST    •    WASHINGTON.  DC  20002    •    (202)  S44-2S44 


Huiiber  15 
February  15,1982 

THE  REAGAN  BUDGET  AND  LOW  INCOME  HOUSING 

The  AdminiBtration  hdb  d^mi,  ^.^.'ii^LKibb  a  subzero  housing  budget  that 
will  leav«  low  Income  people  out  in  the  cold  for  years  to  come.  The 
proposed  cuts  in  lov  income  housing  account  for  more  than  one-third 
of  all  the  cuts  in  the  budget  Hot  only  will  the  proposals  r^duc*  the 
nusber  of  low  income  people  to  receive  housing  assistance,  they 
include  major  rent  increases  for  all  tenants  living  in  HOD-assisted 
housing. 

The  budget  proposals  for  the  low  income  housing  programs  of  the 
Department  of  Housing  and  Urban  Development  clearly  have  tiro 
objectives: 

First,  tenants  are  to  bear  the  major  burden  of  cutting  housing 
outlays.  This  would  be  done  primarily  through  redefining 
"income"  for  the  purpose  of  calculating  tenant  contributions  and 
by  lowering  the  'fair  aarKet  rents"  on  which  the  amount  of  the 
subsidy  in  existing  unite  is  based. 

Second,  funds  already  appropriated  for  additional  low  income 
housing  are  to  be  reoaptured.  This  is  to  be  done  by  (1) 
rescinding  the  1982  appropriation  for  nevly  conatructed  or 
substantially  rehabilitated  units;  (2)  cancelling  projects  now 
in  the  pipeline*  for  which  subsidy  coaunitmenta  have  been  madei 
and  3  converting  present  long-term  subBidy  contracts,  where 
possible^  to  ahort-tera  contracts  with  a  reduced  subsidy  base. 
With  the  exception  of  10,000  units  for  the  elderly  and  30,000 
units  for  a  new  rental  rehabilitation  program,  and  some  public 
housing  modernization,  all  recaptured  funds  are  either  to  be 
retu  ned  to  the  Treasury  or  used  to  convert  present  subsidies  to 
shorter  terms  or  lower  amounts.  Budget  authority  for  low  incoMft 
housing  to  be  rescinded  totals  $16.4  billion  for  1982  and  1983 
alone.   Rescissions  are  projected  to  continue  through  1986. 

The  rural  houaing  programs  of  the  Farmers  Home  Administration  (FmBA) 
fare  slightly  better  sustaining  a  two-thirds  cut  in  program  level  for 
1983,  but  they  are  slate<l  to  be  virtually  terminated  in  1984. 

This  Special  Memorandum  describes  the  broad  outlines  of  the  Reagan 
budget  and  how  it  will  be  considered  by  Congress.   It  then  discusses 
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the  housing  provisions r  both  urban  and  rural.  Information  on  housing- 
related  tax  expenditures  is  also  included,  as  are  a  series  of  tables. 

THE  BROADER  BUDGET  CONTEXT. 

The  federal  budget  is  the  best  single  statement  of  the  priorities  and 
proposals  of  any  Administration.  The  Reagan  1983  budget  continues 
most  of  the  main  themes  enunciated  last  year,  with  one  major 
exception:  it  projects  a.  huge  deficit:  $98.6  billion  in  1982  and 
$91.5  billion  in  1983,  Total  spending  in  1982  is  estimated  at  $725.3 
billion,  with  receipt b  at  $626. 8  billion.  1983  spending  would  be 
$757.6  billion,  with  cecelpts  at  $666.1  billion.  However,  many  others 
have  estimated  that  receipts  will  be  lower,  spending  higher,  and  the 
deficit  bigger. 

This  is  because  the  budget  rests  in  large  part  on  a  series  of  economic 
assuaptions*  The  Reagan  budget  projects  1983  fourth  quarter 
u  n  employ  me  j^t  7^.61,  compared  to  an  expected  4th  quarter  1982  rate  of 
fl,4t.  Inflation,  measured  by  change  in  the  conaumer  price  Index,  is 
projected  at  5.1%  in  1983,  a  drop  from  6.6%  in  19B2  and  9.4%  in  1981. 
Interest  rates  on  Treasury  bills  are  assumed  to  drop  from  an  average 
of  11.7%  in  1982  to  10.5%  in  1983  (compared  to  14.1%  in  1981). 

The  econonic  assumptionB  of  the  Congressional  Budget  Office  (CBO)  are 
very  different.  CBO*s  "baseline"  projection  for  1983  is  for  an 
unemployioent  rate  of  8.0%,  an  inflation  rate  of  6.9%,  and  interest 
rates  at  13.2%.  Even  the  CBO  "optimistic  alternative"  for  1983  is 
lesfi  optimietic  than  the  Reagan  figures:  unemployment  at  7.6%, 
inflation  «t  6.4%,  and  interest  rates  at  10.7%.  The  CBO  "pessimistic 
alternative  on  the  other  hand,  projects  unemployment  at  8.5%, 
Inflation  at  7.6%  and  interest  rates  at  14.3%. 

Baaed  largely  on  theae  projections,  CBO  has  estimated  future  revenue 
and  federal  spending  trends,  assuming  "current  services"  or  that  the 
federal  government,  except  for  expanding  defense,  continues  the  same 
set  of  programs  ae  are  nov  In  place  (but  allowing  for  inflation  and 
additional  participants  as  our  population  grows).  Using  these 
^baseline  projections r*  CBO  finds  a  widening  gap  each  year  through 
198?  between  receipts  and  outlays. 

If  CBO  is  right,  the  1982  deficit  will  be  $109  billion;  the  1983 
deficit,  $157  billion?  and  the  1987  deficit,  $248  billion.  This  is 
more  than  four  timea  the  Reagan  deficit  of  ^53. 2  billion  projected  for 
1987.  Part  of  the  difference  between  the  Reagan  and  CBO  projections 
is  because  of  the  program  changes  which  the  Reagan  budget  proposes, 
but  most  of  it  is  the  rei&uit  of  different  aesumptlonB  about  what  the 
economy  will  do.  These  are  far  more  significant  in  their  impact  than 
any  program  changes  except  the  defense  increase. 

The  failure  of  the  econoiBy  to  respond  as  Reagan  predicted  to  last 
year's  tax  cut  ia  a  major  factor  in  the  deficit.  The  "supply  side" 
theory  behind  the  cut  was  that  it  would  stimulate  saving,  investment, 
and  consumption  and  that  a  healthy  economy  would  provide  more  tax 
revenues,  even  though  tax  rates  were  substantially  lower,  than  would 
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Table  A.  Federal  Budget  Trends,  1981-1987. 
(Dollars  in  billions) 

lijBI   1982   1983    1985   1987 


Aaount 

Defense 

$159.8 

$187.5 

$221.1 

$292.1 

$364.2 

Entitlements 

292.0 

324.9 

341.5 

386.4 

437.9 

Interest 

68.7 

83.0 

96.4 

100.8 

93.2 

All  other 

136.7 

129.9 

98.7 

89.2 

83.5 

Total 

657.2 

725.3 

757.6 

868.5 

978.9 

Percent 

Defense 

24.3% 

25.9% 

29.2% 

33.6% 

37.2% 

Entitlements 

44.4% 

44.5% 

45.1% 

44.5% 

44.7% 

Interest 

10.5% 

11.4% 

12.7% 

11.6% 

9.5% 

All  other 

20.8% 

17.9% 

13.0% 

10.3% 

8.5% 

Total 

100.0% 

100.0% 

100.0% 

100.0% 

99.9% 

Percent  change  from  1981 

Defense 

— 

+17.3 

+38.4 

+82.8 

+127.9 

Entitlements 

— 

+11.3 

+17.0 

+32.3 

+50.0 

Interest 

— 

+20.8 

+40.3 

+46.7 

+35.7 

All  other 

— 

-5.0 

-27.8 

-34.5 

-38.9 

Total 

~ 

+10.4 

+15.3 

+32.2 

+49.0 

AdjuBted  for  inflation: 

Amount 

Defense 

159.8 

173.4 

191.3 

225.2 

247.7 

Entitlements 

292.0 

300.5 

295.4 

297.9 

297.8 

Interest 

68.7 

76.8 

83.4 

77.7 

63.4 

All  other 

136.7 

120.2 

85.4 

68.8 

56.8 

Total 

657.2 

670.9 

655.3 

669.6 

665.7 

r981-83 

1983-87 

1981- 

d22 

Defense 

+19.7 

+29.5 

+55. 

.0 

Entitlements 

+1.2 

+0.8 

+2. 

.0 

Interest 

•1-21.4 

- 

-24.0 

-7. 

.7 

All  other 

-32.5 

- 

•33.5 

-58. 

.4 

Total 

-0.3 

+0.1 

+1. 

.3 

Sourcei  Calculated  by  Low  Income  Bousing  Information  Service  from 
data  contained  in  Part  3,  Budget  of  the  United  States 
Government,  Fiscal  Year  1983.  Adjustment  for  inflation  is 
based  on  changes  in  the  Consumer  Price  Index  assumed  in 
the  budget. 
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have  coae  in  without  the  tax  cut.  The  Reagan  budget  assumes  that  the 
problem  now  is  timing:  it  is  taking  longer  than  they  thought,  but  it 
will  happen  by  the  end  of  the  year.  If  it  doesn't,  look  for  deficits 
in  the  CBO  range. 

The  Reagan  deficit,  though  the  laroest  in  history,  does  not  signal 
Admin iBt rat ion  acceptance  of  deficit  spending.  Rather,  it  is  a  bow  to 
the  inevitable.  The  pressure  to  cut  everything  except  defense  is 
evident,  as  is  the  continuing  shift  in  national  priorities.  The 
dramatic  shift  away  from  discretionary  programs,  like  housing,  to 
defense  is  shown  in  Table  A. 

Over  the  seven  years  from  1981  through  1987,  if  the  Reagan  budget 
plana  hold,  defense  spending  will  increase  by  $204  billion  and 
entitlesent  spending  by  $146  billion,  while  spending  on  "all  other* 
would  drop  by  S52  billion.  Defense  would  more  than  double, 
entltlementH  would  be  half  again  as  large.  Interest  would  increase  by 
one  third  but  "all  other"  would  drop  by  almost  two  fifths.  By  1987, 
defense  would  account  for  tbree-eightha  of  all  federal  expenditures, 
compared  to  one  quarter  in  1981.  'All  other"  would  drop  from  one 
fifth  in  1981  to  less  than  one  tenth  by  1987. 

The  changes  are  even  bore  dramatic  if  the  figures  are  adjusted  for 
inflation.  If  this  is  done,  defense  increases  by  almost  20%  between 
1981  and  1983,  and  another  301  between  1983  and  1987,  while  "all 
other"  drops  by  one  third  in  the  two  years  between  1981  and  1983  and 
another  third  by  1987. 

"All  other"  includes  most  of  the  programs  which  serve  low  income 
people.  LOW  incovie  housing  is  in  the  "all  other"  category.  8o  are 
education,  employment,  eocial  services,  health  (except  medicare  and 
medicaid),  community  development,  transportation,  energy,  and 
research. 

Among  the  predominantly  low  income  programs,  only  food  stamps,  child 
nutrition,  ssi ,  aFdC^  and  Medicaid  are  entitlements  After  adjusting 
for  inflation  entitlement  spending  grows  by  only  21  between  1981  and 
1987,  not  nearly  enough  to  keep  pace  with  population  growth.  In  other 
words,  there  ace  cuts  here,  too.  Without  them,  entitlement  growth 
would  be  at  least  $35  billion  more  than  the  Reagan  projections. 

Almost  one-third  (32.6%)  of  the  entitlement  savings  come  from  low 

income  programs  listed  above,  although  in  1981  these   programs 

accounted  for  only  $48.9  billion,  or  one  sixth  (16.7%)   of  all 

entitlewent  spending. 

CONGRESSIONAL  REACTION  TO  THE  BUDGET 

Congressional  reaction  to  the  budget  has  focus sed  on  two  things:  the 
deficit  and  the  proposed  increase  in  defense  spending.  There  is  also 
a  lot  of  scepticism  about  the  economic  assumptions,  with  many  members 
believing  the  CBO  assumptions  to  be  far  more  realistic. 
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Senate  ninority  leader  Robert  Byrd  has  urged  the  President  to  withdraw 
the  budget  and  resubmit  it  with  the  tax  cuts  reduced r  defense  reduced, 
some  human  services  cuts  restored,  the  economic  assumptions  revised, 
and  the  deficit  "more  acceptable". 

Senator  Ernest  Boilings  (D,  SO,  ranking  minority  member  of  the  Budget 
COBmitt«e  caused  a  stir  of  interest  by  proposing  a  bipartisan 
approach  of  freezing  mo^t  of  the  1982  budget  in  place.  The  basic 
elements  of  bla  approach  are;  (1)  holding  defense  at  the  1982  level 
for  1983  and  providing  3%  real  growth  thereafter;  (2)  skipping  all 
1983  cost  of  living  adjustnents  for  entitlement  programs,  including 
social  security  and  too^  stamps r  and  changing  the  formula  to  reduce 
future  increaseE;  (3)  skipping  the  \9S^  pay  increa&e  for  federal 
employees;  and  (4)  deferring  the  scheduled  1982  and  1983  individual 
income  tax  ciita.  These  changes  would  reduce  the  deficit  from  the  CBO 
estimate  of  $157  billion  in  1933  to  $42  billion,  and  the  budget  would 
be  balanced  by  1985. 

Senate  reaction  to  the  Boilings  proposal  has  been  positive.  Majority 
leader  Baker  welcomed  it  as  "interesting  and  worthwhile."  Other 
Senators  from  both  parties  have  expres&ed  interest  In  the  approach. 
And,  while  skipping  the  cost  of  living  adjustnent  for  entitlements 
would  hurt  lov  inooine  people,  the  proposal  would  avert  the  devastating 
cuts  proposed  for  low  income  housing  and  many  other  programs. 

President  Reagan  is  reported  to  have  been  told  by  the  Senate 
Republican  leadership  that  his  budget  cannot  pass  because  of  the  huge 
deficits  it  contains.  There  are  as  a  pract  cal  matter,  only  three 
things  which  can  have  major  in>pact  on  the  deficit:  increasing  taxes 
(o£  delaying  the  tax  reductiohs  scheduled  for  1983),  cutting  defense^ 
or  a  major  Improvement  in  the  economy »  Congress  can  deal  with  the 
first  two,  but  with  the  President  apparently  implacably  opposed  to 
major  changes. 

This  is  a  recipe  for  stalemate.  But,  despite  statements  of  concern 
from  Senators  and  Repreeentatives  of  both  parties  about  the  deep  cuts 
in  domestic  programs »  there  is  no  indication  either  that  cuts  made 
last  year  will  be  jre^tcired  or  that  further  cuts  —  though  not  as  deep 
as  Reagan  wants  —  can  be  avoided. 

TIMETABLE  FOR  CONGRESSIONAL  ACTION.  The  Bouse  and  Senate  Budget 
Committees  will  begin  hearings  on  the  budget  in  late  February. 
Recommendation::  c:.  ^lo^us^lj  program  levels  are  due  to  be  sent  to  the 
Senate  Budget  Committee  by  all  other  Senate  Committees  on  or  before 
March  8.   The  Bouse  deadline  is  March  15. 

The  First  Budget  Resolution  for  1983  is  due  to  be  reported  out  by  the 
Budget  Coomtittees  by  Apr!  15  and  to  be  passed  by  May  15.  Congress 
must  aleo  pass  a  Third  Budget  Resolution  for  1982.  The  two  may  be 
done  in  the  same  resolution. 

The  Budget  Resolution  will  set  overall  limits,  by  function  and 
subf unction,  for  all  parts  of  the  budget.  As  a  practical  matter,  it 
will  set  a  ceiling  on  the  amounts  available  to  each  committee  as  it 
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proceeds  with  progran  renewals  and  appropriations.  This  goes  on  at 
the  sane  time  the  budget  resolution  is  being  considered  because,  under 
the  rules,  all  authorizing  legislation  must  be  reported  out  of 
connittee  by  Nay  15. 

Both  Bouse  and  Senate  Banking  Committees,  which  handle  housing 
legislation,  will  probably  begin  hearings  in  March.  They  will  not  make 
decisions  on  this  year's  housing  legislation  until  some  time  in  April 
or  Nay. 

Last  year,  the  Senate  Banking  Committee  held  its  authorizations  at  or 
below  the  ceiling  set  by  the  budget  leeolution  as  adopted  by  the 
Senate  (even  though  the  final  leeolutlon  had  not  been  agreed  to 
between  Hooae  and  senate) .  The  other  Senate  committees  did  the  same. 
In  contrasts  both  the  Bousing  Banking  Conunittee  and  other  Bouse 
coaunlttees  ignored  the  levels  of  the  House  Budget  Resolution  in 
dealing  with  authocrizing  bills.  Then,  of  course,  ill  these  bills  were 
absorbed  In  the  Omnibus  Reconciliation  Act. 

WBERE  TBE  AXE  WOULD  PALL 

Low  income  housing  beard  the  brunt  of  the  $56  billion  in  budget  cuts 
proposed  by  President  Reagan.  Measured  in  "budget  authority",  or 
spending  cojniEiitiDents.  the  1993  budget  provides  $32  billion  less  than 
"current  cervices*  or  the  amount  needed  to  maintain  federal  programs 
at  their  present  levels.  Bowever,  since  there  is  a  $30  billion 
increase  above  current  services  in  budget  authority  for  national 
defense,  the  total  cut  in  all  other  programs  is  $62  billion.  (Table  B 
shows  current  services  and  Reagan  budget  levels  for  all  major  budget 
functions  and  selected  subf unctions  affecting  low  income  or  human 
service  programs.  It  also  shows  all  proposed  increases  of  $100 
million  or  more.) 

$23  billion,  or  37%,  of  this  cut  comes  from  low  income  housing 
programs.  This  is  by  far  the  largest  cut  proposed  for  any  activity 
of  the  federal  government.  In  fact,  it  is  almost  S5  billion  more 
than  the  combined  total  of  all  the  other  cuts  in  education,  training, 
employment  social  services,  health  [Including  Medicare  and  Medicaid), 
food  stamps,  welfare,  and  other  income  security,  aafety  net  programs. 
Indeed,  the  1982  and  1983  low  Income  housing  cuts  would  be  more  than 
enough  to  fund  the  entire  1933  increase  in  the  defense  budget  if  the 
Administration's  pcogram  carries  unchanged! 

To  give  yoti  a  sense  of  what  has  been  increased  and  where  the  major 
cuts  fall.  Table  B  shows  change fi  in  budget  authority  from  current 
services  levels  for  all  major  budget  functions  and  selected 
subf unctions  indented]  and  programs  (indented  again).  The  table 
includes  all  the  increases  of  $100  million  or  more. 

The  "budget  authority"  in  the  table  is  the  total  amount  of  additional 
spending  that  would  be  authorized,  regardless  of  when  it  is  spent. 
Because  of  the  way  this  is  calculated,  budget  authority  for  low  income 
housing  is  very  high  because  it  is  the  total  subsidy  for  the  life  of 
the  federal  contract  (in  other  words,  the  annual  subsidy  times  the 
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Table  B. 


Current  Services  Levels  and  Reagan  Budget  £or  1983. 
(Budget  authority  in  millions  of  dollars) 


Prograa 

National  Defense 

International  Affairs 

International  security 

Genej^al  Science,  Space,  Technology 

Energy 

Energy  conservation 

Natural  Resources  fc  Environment 
Pollution  control,  abatement 


Coi 


nerce  and  Housing  Credit 
Mortgage  credit 


Transportation 

Ground  transportation 
Air  transportation 

Comnunity  and  Regional  Development 
Community  development 
Rental  rehab  grants 
Area  and  regional  development 
Disaster  relief  and  insurance 

Education,  Training,  Employment 
and  Social  Services 
Elementary,  secondary  and 

vocational  education 
Higher  education 
Research,  general  educ  aids 
Training  and  employment 
Social  services 

Health 

Health  care  services 

Medicare 

Medicaid 
Health  research 
Health  education 
Consumer  and  occupational 

health  and  safety 


$233,139 

$263,033 

4$29,894 

17,982 
3,631 

18,126 
4,663 

•I-144 
•M,032 

7,743 

7,800 

+57 

5,704 
440 

4,330 
27 

-1,374 
-413 

7,489 
1,320 

8,440 
3,566 

+951 
+2,246 

5,770 
3,329 

3,419 
1,646 

-2,351 
-1,683 

20,591 

14,637 

3,262 

19,102 

12,317 

4,463 

-1,489 
-2,183 
+1,201 

7,503 

4,588 

0 

2,191 

779 

6,658 
4,460 

150 
1,801 

452 

-845 
-128 
+150 
-390 
-327 

27,276 


18,794 


-8,482 


6,528 

4,417 

-2,111 

7,589 

4,789 

-2,800 

1,245 

1,060 

-185 

4,936 

2,955 

-1,981 

27,276 

18,794 

-8,482 

82,132 

77,808 

-4,324 

76,555 

72,468 

-4,087 

62,293 

59,383 

-2,910 

14,531 

12,995 

-1,536 

4,100 

3,969 

-31 

444 

337 

-107 

1,051 


1,052 


+1 
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Table  B,   continued 


Proyraa 


Income  Security 

General  retirement  and 

disability  Insurance 
Unemployment  compensation 
Bousing  assistance 

Subsidized  housing 

Other 
Food  and  nutrition  assistance 

Food  stamps 

Child  and  other  nutrition 
Other  Income  security 

SSI 

AFDC  and  related 

Welfare  administration 

Refugee  assistance 

Low  Income  energy  assistance  1,752 

Veterans  Benefits  and  Services 

Administration  of  Justice 

General  Government 

General  Purpose  Fiscal  Assistance 

Interest 

TOTAL  BUDGET  AUTHORITY       $833,874   $801,910   -31,964 

Source:  Table  B-13,  "Special  Analysis  A:  Current  Services  Estimates. 


285,524 

257,576 

-27,948 

169,653 

170,741 

-1,088 

22,330 

22,249 

-70 

18,861 

-3,854 

-22,715 

17,313 

-5,221 

-22,534 

1,584 

1,367 

-181 

17,486 

13,784 

-3,702 

12,650 

10,356 

-2,294 

4,836 

3,747 

-1,089 

22,131 

19,664 

-2,467 

9,177 

8,891 

-286 

7,163 

5,863 

-1,300 

1,914 

1,655 

-259 

670 

703 

-171 

!   1,752 

1,300 

-452 

26,191 

25,660 

-531 

2,679 

2,671 

-8 

5,059 

5,259 

•I-200 

6,646 

6,696 

+50 

115,149 

112,536 

-2,613 
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Table  C.  Budget  Authority  and  Outlays  for  Selected  Functions 
and  Subf unctions,  1982  and  1983. 


Program 

National  Defense 

Commerce  and  Housing  Credit 
Mortgage  credit 

Community  and  Regional  Devel. 
Community  development 

Educationf  Training f  Enploy- 
ment,  social  Services 
Education  fo  disadvantaged 
Tcalnlng  and  employment 
Social  (ervicea 

Social  eerviccB  block 
Community  eerv  ce  block 
Child  welfare  block 

Health 


Income  Security 

Gen'l  retirement, disability  157,531 
Unemployment  compensation 
Housing  assistance 
Food  and  nutrition 

Food  stamps 

Child  nutrition 

SSI 

AFDC 

Low  income  energy  asstce 


Other 


Legal  Services  Corporation 
TOTAL 


im. 

OutlavB 

1982 

1982 

1999 

$218,865 

$263,033 

$187,497 

$221,068 

6,275 

3,419 

3,265 

1,591 

4,061 

1,646 

925 

-184 

6,621 

6,658 

8,366 

7,263 

4,286 

4,460 

5,066 

4,349 

23,507 

18,794 

27,770 

21,552 

i   2,481 

1,942 

2,978 

2,553 

3,945 

2,955 

5,439 

2,764 

5,989 

4,968 

6,400 

5,101 

2,400 

1,974 

2,912 

1,974 

378 

104 

508 

183 

465 

380 

493 

383 

79,234 

77,808 

73,437 

78,105 

252,322 

257,576 

250,870 

261,736 

157,531 

170,741 

162,268 

175,650 

21,006 

22,249 

22,513 

22,598 

6,649 

-3,854 

8,247 

8,884 

15,785 

13,784 

15,569 

13,772 

11,286 

10,536 

11,244 

10,342 

4,498 

3,428 

4,325 

3,430 

7,777 

8,891 

7,900 

8,902 

6,102 

5,863 

8,221 

5,863 

1,752 

1,300 

1,865 

1,300 

•n    120 

0 

148 

13 

$765,464 

$801,910 

$725,331 

$757,638 

"NOTE:  Many  1982  figures  assume  proposed  rescissions  are  adopted. 
Source:   Budget  of  the  United  States,  Fiscal  Year  1983. 
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niaber  of  years  the  contract  runs).  The  contrast  between  budget 
authority  and  outlays  for  selected  programs  serving  low  income  people 
is  shown  in  Table  C. 

THE  HUD  BOOSING  BUDGET 

There  isn't  much  future  for  BUD's  housing  programs  under  the  budget 
proposals.  The  total  number  of  households  receiving  housing 
assistance  from  HUD  in  1987  will  be  almost  half  a  million  lower  than 
it  vould  be  if  we  just  had  a  moratorium  on  new  commitments  now,  and 
let  the  existing  stock  remain  and  all  units  in  the  pipeline  be  built 
or  occupied. 

The  AdniniBt ration  proposes  cancellation  of  hundreds  of  thousands  of 
commitments  for  new  or  rehabilitated  housing  units,  already  approved 
under  the  Section  8  and  public  housing  programs.  Bone  300,000  of 
the  700,000  units  now  "in  the  pipeline*  would  be  lost. 

The  HUD  budget  includes  both  re»ci«sionA  of  1982  funds  and  proposals 
(mostly  rescissions  for  I9fi3  The  cuts  and  program  changes  affect 
just  About  every  HUD  housing  progrAin.  [ThiE  memo  will  deal  briefly 
with  the  overall  budget  nupihers  and  then  describe  the  major  points  bo 
far  ad  they  are  available,  of  the  progcaa  changes  and  their  impact. 
Table  1  glvea  a  suomiary  of  BUI;  Budget  Bighlighte  and  Table  3  shows  the 
number  of  assisted  housing  units  reserved  each  year  since  1976.1 

President  Reagan  has  requested  rescission  of  the  entire  1982 
appropriation  for  new  or  rehabilitated  assisted  housing  units,  except 
for  Section  202  and  a  few  already  coiunltted  Section  8  units.  This 
amounts  to  $9.4  billion  in  budget  authority.  Also  to  be  requeste^^  is 
rescission  of  $11.2  billion  in  budget  authority  for  the  rent 
supplement  program,  since  170,000  units  now  receiving  rent  supplements 
are  to  be  converted  to  Section  8  existing. 

On  top  of  these  rescissions,  the  Administration  plans  to  recapture 
$10 1*4  billion  from  Section  8,  public  housing,  and  rent  supplement 
funds  appropriated  in  prior  years.  These  funds  will  be  reused  by  HUD, 
but  ooL  for  the  moat  part,  to  assist  additional  low  income  families. 
Instead,  they  will  go  to  replace  the  cancelled  long-term  subsidy 
contracts  with  Section  3  existing  certificates  at  a  lower  subsidy 
level  than  that  program  now  provides. 

The  $9.4  billion  rescission  covering  1982  production  was  sent  to 
Congress  on  February  10.  Congress  must  approve  the  rescission  within 
45  days  for  it  to  take  effect. 

HUD'S  low  income  housing  programs  will  be  operating  on  recaptured 
funds  for  the  next  several  years ..  This  means  that  any  additional 
units  that  are  provided  —  say  under  Section  202  or  the  voucher 
program  (called  'modified  Section  8  Existing"  by  BUD)  —  come  from 
losses  of  housing  aubsidy  somewhere  else.  Moreover,  as  the 
rescissiona  make  clear «  the  proposal  la  to  return  a  substantial  amount 
of  the  recaptured  funds  to  the  Treasury. 
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Table  1.   HIGHLIGHTS  OF  PROPOSED  1983  HUD  BUDGET 


will  be  spent  and  may  run  for  up  to  33  years 
cost.  Outlays  (0)  are  expenditures  for  year 
so  should  not  be  included  in  totals. 

.  Contract  authority  (CA)  is  limit 
sho%m.  Figures  in  ()  are  elsewhere 

on  annual 
in  table. 

1980 
Actual 

1981 
Actual 

1982 

1983 

Approp. 

Revision 

Request 

Section  8/public  housl 

ng^     BA 
CA 

$26,719.7 
$1,140.7 

$24,983.0 
$1,155.1 

$17,403.8 
$897.2 

$8004.0 
$562.5 

-$2,390.7 

$-2.1 

Gross  Units 
Net  units 

NA 

205,892 

220,501 
177,715 

NA 

142.231 

219.917 
■46.917 

121.615 
■40.000 

Section  8 

New/ sub  rehab 
Moderate  rehab 
Existing 
Subtotal 

Units 
Units 
Units 
Units 

^2.763 
^26,167 
,50.235 
'*16^;165 

*^73.861 

*^19,916 

So. 354 

^184'.  131 

^43.935 

^18.909 

^**55,387 

^i8;231 

*^22.502 
/10.720 
°186.385 
*2l4;607 

*^10,000 
.              0 
"ill, 615 
'1211615 

Public  housing 
Conventional 
(Indian) 

Subtotal 

Units 
Units 
Units 

31.834 

4.893 

36t727 

33.242 

3,128 

36.370 

20.000 

4  J  000 

24,000 

160 
150 
310 

0 
0 
0 

Taxable  financing 

;  BA 

$1,995.3 

$1,060.4 

0 

*1. 400.0 

1.400.0 

Housing  payments 

Outlays 
Units  3 

$4,529.3 
,105,070   3 

$5,746.5 
,297.451 

$6,726.0 
3.546,700  3 

$6,726.0 
.546.700 

$7,332.0 
3,668.480 

Public  housing  modernization 

$999.6 

$50.0 

$545.3 

$1,699.2 

$85.0 

$926.9 

$1,800.0 

$90.0 

$981.9 

$1,800.0 

$90.0 

$981.9 

Budget  authority 
Contract  authority 
Capital  costs  financed 

$1,800.0 

$90.0 

$981.9 

202  elderly  and  handicapped 
Net  loan  commitments 
Net  additional  units 

$831.2 
(18,720) 

$822.7 
(14,828) 

$799.2 
(14,933) 

$799.2 
(14,933) 

$433.0 
(9.000) 

235  home  ownership 

BA 
Units 

$1,172.6 
58,907 

$2,100.0 
5,102 

0 
14.600 

0 
14.600 

0 
0 

Operating  subsidies 

Public  housing     BA 

Outlays 
Flexible  subsidies   BA 

Outlays 
Rent  supplement  rescission  BA 

$755.3 

$824.3 

$79.5 

$22.6 

-$13.1 

$1,070.8 

$928.6 

$18.1 

$10.6 

-$143.5 

$1,352.6 

$1,278.0 

$4.0 

$52.7 

-$1,033.7 

**$1.292.9 

$1,278.0 

$4.0 

$55.3 

-$2,787.5 

$1,075.0 

$1,110.0 

0 

$24.0 

-$2,830.4 

ConRTfeatf  iervic«H 

BA 

$10.0 

0 

0 

0 

0 

Urbin  hprne^teading   Outlays 
Units 

$7.5 
790 

$7.0 
1,165 

$20.0 
1,760 

$20.0 
1.760 

,   $12.0 
^1.268 

312  rehabilitation  loans  BA 
Loans,  single  family 
multlfarolly. 
nonresidential 

$109.7 

$149.0 

$47.3 

$7.0 

$5.6 
$60.2 
$21.8 

$2.5 

0 
$11.4 
$56.7 

0 

0 
$11.4 
$56.7 

0 

0 
0 
0 
0 
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HUD  Budget,  continued 


1980 

1981 

1982 

1983 

Actual 

Actual 

Approp. 

Revision 

Request 

312   loans  made,    single   family 

8,887 

3.212 

600 

600 

0 

Multifamily 

295 

134 

350 

350 

0 

Nonresidential 

129 

32 

0 

0 

0 

Total,    312   loans 

9.311 

3.378 

950 

^50 

0 

Hou&ing   CDunaeMni^               BA 

$9.0 

$7.0 

$3.5 

$3.5 

0 

Agencies    Fundrd 

350 

212 

140 

140 

0 

Estiowted  clients   served 

200,000 

47,000 

59.000 

59,000 

0 

Fair  housing  assistance     BA 

$3.7 

$5.7 

$5.0 

$5.0 

$5.7 

Outlays 

0 

$0.7 

$7.6 

$7.6 

$5.8 

Federal  Housing  Administration 

556,346 

408.129 

467,490 

467,490 

Insurance  written         Units 

507.017 

Claims  paid                      Units 

46.695 

46.592 

48,677 

48,677 

46,664 

Amount 

$615.9 

$788.5 

$849.8 

$849.8 

$852.7 

Insurance   limitation 

— 

$34,155 

$40,000 

$40,000 

$35,000 

T^Hf  Kcrtgage  Aasia^aiiE*   (TMAP) 

— 

$76 

$76 

$45 

OflWMfent    N^tioral    MorCAdge   A$s 

n 

"  $1,866.6 

$1,800.0 

$1,973.0 

$1,973.0 

Section   &ftarg»t^6   tandem   BA 
Hortgage-bdcked   ^ecurltieA 

0 

$22,995.5 

$42,150.0 

NA 

$48,000.0 

$38,400.0 

CoMtuntt^    [JevelopriKTit 

**$3. 456.0 

Coontnl^ty   Development    grants      BA 

$3,740.4 

$3,694.6 

$3,600.00 

$3,456.0 

CDBG   outlays    (drawdown) 

$3,901.6 

$4,042.4 

$4,005.0 

$4,005.0 
"$440.1 

$3,350.0 

tirban  Developnenc  Action  Grants  1 

BA     $675.0 

$675.0 

$458.0 

$440.0 

Rental   Rehabilitation  Grants     BA 

0 

0 

0 

0 

$150 

Other 

Neighborhood  Self-Help  Devel     BA 

$10.0 

$0.8 

0 

0 

0 

Research  and  Technology       BA 

$44.6 

$39.6 

$20.0 

$20.0 

$20.0 

701   planning  grants     BA 

$37.5 

$15.8 

0 

0 

0 

Solar  energy  and  energy 

conservaEilon   bank          BA 

.. 

$0.3 

$23.0 

^597.1 

0 

Salarlet  and  expenses     Outlays 

$565.1 

$587.4 

$601.3 

$599.5 

FuUtlnc    positloTia 

15,613 

15,122 

NA 

14,300 

14,000 

TOTAL   BUDGET   AITTHOJIITV 

$35,676.9 

$33,350.4 

$24,191.9 

$24,191.9 

$5,930.6 

Lei%  proposed   resciasloTis 

NA 

NA 

NA 

-$12,187.3 
$13,019.8 

-$5,245.9 

MET  BUDGET  AUtHOHtTY 

$35,676.9 

$33,350.4 

$24,191.9 

$684.7 

TOTAL  OUTLAYS   (NIT) 

$12,576.2 

$14,033.4 

$14,614.5 

$14,614.5 

$13,129.9 

LTUIS  e$tltttfi«s  based  on  information  in  1983  HUD  Budget  Summary. 

Nc   £rQ4S  reservations  minus  cancelled  reservations  or,  for  1982  and  1983,  minus 

conversions  from  other  programs  to  Section  8). 
.  Gross. 
^  Gross.  LIHIS  estimates  net  at  13,385  for  1982  and  30,000  for  1983. 

Cross.  Net  figure  is  153,985  for  1981  (HUD  figure);  46.607  for  1982  (LIHIS  estimate); 
^  and  4D,00D  far  9fi3  (LIHIS  estimate). 

Guarantee  program.  Limits  proposed  for  1982  and  1983. 
•   Proposed  auppleinental 

Reflecci  discret ionary  cut  authorized  in  1982  appropriation  act  to  achieve  4%  total 

reduction  in  ttans  above  Administration  revised  (September  1981)  request.  Any  item 

above  the  request  caul  be  cut  by  up  to  5%. 

Includes  an  estimated  450  units  under  new  multifamily  demonstration  program. 

Source ;   Compiled  by  Low  Income  Housing  Information  Service  (LIHIS)  from  HUD  Budget 
Summaries  for  1981.  1982  revised,  and  1983. 
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This  point  cannot  be  overenphasized.  The  1982  and  1983  rescissions 
And  recaptures  of  HUD  budget  authority  total  39 >6  billion.  THERE  ARE 
KQ  "NEW*  OR  M>DITIONAL  UNITS  IN  THE  HUD  BUDGET  WEiATEVER  HUD  DOES  IN 
I9B2  AND  1983  WILL  BE  DONE  WITH  WHAT  IS  LEIFT  OVER  PROH  THE  $40  BILLION 
lit   RECAPTURES  AFTER  $16  BILLION  OF  IT  IS  RESCINDED. 

Measured  in  budget  authority,  "savings"  from  HUD  low  income  housing 
programs  will  total  a  whopping  $83  billion  by  1987. 

SUBSIDIZED  PROGRAM  CHANGES.  The  Reagan  budget  ends  new 
production  and  substantial  rehabilitation  under  the  Section  8  and 
public  housing  programs.  Koderate  tehabilitation  would  continue  this 
year  but  not  in  19B3  Except  for  S  000  units  to  be  saved  £or  helping 
public  houBing  tenants  displaced  by  demolition  of  their  projects,  the 
Section  8  existing  program  as  we  know  it  would  end. 

The  202  housing  for  the  elderly  and  handicapped  program  would  continue 
without  rescission  for  1982,  and  is  proposed  at  a  net,  9,000  unit 
level  for  1983. 

The  Indian  housing  program  would  end,  with  only  150  units  in  1982,  and 
none  thereafter. 

The  basic  dUD  subsidized  housing  program,  starting  in  1983,  would 
be  a  voucher  or  "modified  Section  8  existing"  program.  It  is 
generally  descr  bed  in  the  budget  documenta  but  a  full  analyeis  will 
have  to  await  release  of  HUD's  legielative  pioposals.  The  tiuD  voucher 
would  differ  from  the  present  Section  S  certificate  in  three  major 
ways.  First,  it  would  be  for  a  fixed  amount,  repceaenting  the 
difference  between  30%  of  tenant  income  (including  any  food  atanpt^} 
and  the  fair  market  rent  for  existing  units  in  the  area.  A  voucher 
holder  finding  a  unit  for  less  than  the  fair  market  rent  would  pay 
less  th^n  3V%  of  income  a  voucher  holder  vho  couldn't  find  anything 
suitable  without  paying  more  than  the  fair  market  rent  would  have  to 
pay  mote  than  30%  of  income.  Second,  there  would  be  no  increase  in 
the  aniount  to  reflect  rising  costs,  utilities  etc  Tenants  would 
have  to  pay  any  annual  rent  increases  out  of  their  own  pockets. 
Third,  it  would  be  worth  less  than  present  Section  8  cettif icatea, 
because  fhr  a  would  be  recalculated,  and  reduced  by  15-20%.  Present 
Section  8  contracts  (between  HUD  and  the  administering  agency)  would 
be  modified  when  they  expire. 

The  other  RUD  housing  program  contained  in  the  1983  budget  is  a  rental 
rehabilitation  prog  am  This  program  was  described  by  a  top  HOD 
official r  in  an  apparent  slip  of  the  tongue,  as  a  "categorical  block 
grant  program"*  HUD  would  allocate  $150  million  to  communities  to  pay 
half  the  cost  of  rehabilitat  ng  rental  units,  under  very  general 
progEara  guidelines  Tenanta  presently  living  in  the  unit&r  or  wishing 
to  do  so,  could  get  vouchera  and  30,000  have  been  set  aaide  for  this. 
The  rental  lehabilltatlon  program  replaces  the  "312"  and  Section  8 
moderate  rehab  prog  rants 

RENT  INCREASES  The  Administration  will  propose  legislation  to 
require  tenants  to  pay  their  entire  utility  bills  and  to  count  food 
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stamps  as  income.    This  could  double  or  treble  rents  for  many 

households.   Moreover,  all  present  deductions  £ron  income  would  be 

ended.   Rent  increases  would  be  phased  in  over  five  years   (the 

present  10%  cap  on  rent  increases  would  be  raised  to  20%) • 

It  is  easy  to  figure  the  impact  of  the  food  stamp  change:  rents  would 
go  up  by  301  of  whatever  food  ^tanpfi  a  h&uaehQld  recreives.  This 
means  of  course  that  the  poorest  households  with  the  most  food 
stamps  would  ^et  the  biggest  rent  increases  It  hits  particularly 
hard  in  atotea  with  very  low  welfare  paymente  aince  the  value  of  food 
stamps  can  be  as  high,  or  higher,  than  cash  assistance.  In  this  case, 
rents  would  double 

The  impact  of  making  tenants  pay  their  own  utilities  is  harder  to 
measure  but  would  force  tenants  in  some  projects  to  move  out.  The 
budget  gives  no  figures  on  utility  costs  but  they  obviously  vary 
widely,  depending  on  climate  local  utility  rates ^  the  condition  of 
the  project*  and  tenant  consumption,  ttor  is  it  entirely  clear  how  HDD 
intends  to  apply  utility  charges.  [LIHIS  plans  another  Special 
Memorandum  when  the  legislative  proposals  are  released.] 

In  addition  to  these  increases,  which  apply  to  all  HOD  tenants,  there 
are  many  changee  that  affect  enisting  subsidized  housing  units  — 
mostly  by  tightening  up  on  the  amount  of  assistance. 

PUBLIC  HOUSING*  Public  housing  operating  subsidies  are  needed 
to  cover  the  gap  between  income  from  tenant  rents  and  the  cost  of 
operating  projects*  One  of  the  major  reasons  for  the  poor  condition 
of  some  public  housing  projects  is  that  operating  subsidies  have  been 
inadequate. 

HUD  uses  a  formula,  the  "Performance  Funding  System"  or  "PPS"  to  set 
the  level  of  operating  eubsidies  for  each  authority.  The  PPS  has  been 
criticized  on  several  grounds:  (1)  it  is  almost  incomprehensible;  (2) 
it  does  not  cover  the  full  need;  (3)  it  provides  no  incentives  or 
reward  for  efficiency.  At  Congress'  behest,  HUD  is  now  studying 
alternatives  to  PPS.  Meanwhile,  it  is  still  in  use. 

The  1983  budget  requests  91,075  million  for  operating  subsidies.  This 
is  about  two'thirds  of  the  amount  that  would  be  needed  for  full  PPS 
funding  and  f27  n ill ion  igaa  than  actual  1981  operating  subsidies. 
Including  the  aupplementals  to  cover  the  1981  shortfall  because  of 
ti«ing  utility  coetB. 

The  Office  of  Management  and  Budget  (0MB)  comments  on  this  reduction 
as  follows: 

"In  addition  "to  increased  rents,  other  steps  will  be  taken  to 
reduce  the  level  of  Federal  payments  required  to  operate  public 
housing: 

o  Utility  costs  will  be  reduced  through  reductions  in 
consumption  levels  funded  by  the  subsidy  formula;  these 
reductions  in  consumption  levels  are  feasible  because  of 
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intensive  efforts  no  underway  to  modernize  public  housing 
and  nake  it  more  energy  efficient,  and  because  regulations 
gavernlng  tenant  utility  allowances  are  being  revised. 

o  Hather  than  adding  further  to  the  '  inventory  of  public 
housing  unite f  efforts  will  be  made  to  cancel  current 
construction  coumitttents  and  sell  or  demolish  some  of  the 
extremely  high  cost  projects  now  in  operation. 

o  Lease  and  grievance  regulatlonfl  will  be  revised  to  enable 
public  housing  authorities  to  collect  delinquent  rents  more 
readily  and  to  evict  disruptive  tenants." 

The  level  of  operating  Bubaidiee  and  the  future  of  public  housing, 
will  be  major  iesuee  thle  year>  There  is  growing  pressure  to  remove 
the  30%  ceiling  on  tenant  rents  and  to  give  local  public  housing 
agencies  far  more  freedom  to  run  their  programs.  Proposals  vary  from 
removing  red  tape  to  letting  authorities  set  their  own  rents  and 
income  limits. 

The  public  housing  modernization,  or  "comprehensive  Improvement" 
program  will  be  continued,  but  no  more  than  91.8  billion  in  budget 
authority  can  be  spent  in  1982  or  1983.  Moreover  housing  authoritien 
with  new  projects  "in  the  pipeline"  will  be  able  to  get  modernization 
money  only  by  cancelling  those  projects.  In  19B2,  $1  billion  of  theee 
recaptured  funds  can  be  reused  on  a  dollar  for  dollar  basis.  Another 
billion  is  estimated  to  become  available  on  a  50%  recapture  baala- 
Some  $300  million  will  90  to  authorities  without  recaptured  funds.  In 
1983  *l-3  billion  of  noderniiation  noney  will  come  from  recapturing 
12.6  billion  in  new  public  housing  HUB  will  use  (500  million  of  its 
"profits^  on  this  tranaaction  for  modernization  by  other  authorities, 
and  the  rest  will  be  rescinded. 

RfiHT  SDPPLBK£NTS  There  are  almost  160,000  units  receiving 
■HSiatance  under  HUD'S  rent  supplement  prog  ram »  Initiated  in  the 
1960's.  As  coats  have  risen,  the  rent  supplement,  which  is  a  fixed 
amount  for  a  forty-year  contract  hae  not  been  adequate  to  cover  the 
full  difference  between  35*  of  tenant  income  and  the  coat  of  operating 
the  project  So,  lent  supplement  contracts  have  been  amended. 
Several  yeare  agor  bud  started  converting  rent  aupplcinent  contracts  to 
Section  Ot  and  there  have  been  many  rescissions  of  rent  supplement 
funds  as  this  has  happened. 

One  major  problem  with  this  approach  is  that  long-term  contracts, 
which  have  thirty  years  or  more  to  run,  are  replaced  with  5-year 
Section  8  existing  contracts.  This  provides  a  more  adequate  subsidy 
for  the  short  run,  but  no  assurance  —  as  federal  houaing  programs  are 
being  dismantled  —  that  the  projects  will  remain  available  for  low 
income  people. 

BUD  will  obligate  just  about  all  of  the  1982  money  that  remains  after 
the  rescission  to  convert  160,000  rent  supplement  units  to  Section  8 
existing  over  a  three-year  period.  Meanwhile,  it  will  propose 
rescission  of  12.8  billion  in  1982  and  again  in  1983. 
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SECTION  236.  The  536,000  units  in  the  Section  236  progran  will 
have  to  get  along  with  deep  subsidy  funds  already  available  throuah 
recapture.  These  funds  will  run  out  by  the  end  of  1983,  and  236 
projects  needing  additional  deep  subsidy  funds  thereafter  will  be 
converted  to  Section  8  existing. 

Some  145,000  Section  236  units  are  now  receiving  Section  8  subsidies, 
mostly  under  the  so-called  loan  management  program,  initiated  when  the 
fixed  interest  subsidy  for  Section  236  became  inadequate,  as  a  way  of 
preventing  default.  Although  Section  8  contracts  provide  for  annual 
increases  reflecting  rising  costs,  these  increases  will  be  capped  at 

No  new  funds  are  proposed  for  the  troubled  projects  program.  However, 
¥24  nillion  is  expected  to  become  available  through  transfer  from  the 
fund  in  vh  ch  exceas  Section  236  cente  h^id  been  depAftited  during  the 
early  years  of  the  program.  With  carry-over  HUL  estiioateB  that  it 
w  11  hav«  funds  to  help  276  troubled  projects  in  1982  (128  of  th«m 
getting  their  second  year)  and  9B  troubled  projects  in  1983.  Except 
foe  projects  given  two-year  conanitmentB  in  1981,  all  projects  will 
receive  funds  for  one  year  only. 

OTHER  tJUD  PROGRAMS.  Table  1  gives  the  specifics  for  other  HDD 
programs  affecting  low  inoome  people.  Housing  counseling  would  be 
ended.  Pair  housing  would  have  the  1982  cut  in  funds  for  fair  housing 
assistance  restored,  urban  home steading  would  get  $12  million.  13 
million  of  this  vlll  be  used  for  a  nultlfamily  demonstration  program, 
estimated  to  handle  J.5  buildings  averaging  30  units  each.  The  312 
rehabil  tat  ion  program  would  stop,  not  even  being  able  to  relend  loan 
repayments  The  e  would  be  no  more  GNNA  tandem  funds  to  finance 
rental  housing  construction. 

The  community  development  and  urban  development  action  grant  programs 
would  be  fjnded  at  their  1982  levels,  well  below  1981. 

RURAL  HOUSING  PROGRAMS  —  THE  FARMERS  HOME  BUDGET 

The  Farmers  Home  Administration  (FmHA)  is  a  major  victim  of  the 
Administration's  effort  to  cut  back  on  federal  credit  programs.  The 
0MB  philosophy  ^tppears  to  be  that  a  dollar  lent  is  a  dollar  spent, 
even  though  it  gets  paid  back  eventually. 

Therefore,  the  FmHA  housing  programs  are  cut  by  twcthirds  in  1983 
(see  Table  2).  The  total  cut  in  FmHA  lending  activities  for  housing 
is  13  billion.  This  means  a  loss  of  over  60,000  subsidized  units  and 
another  12,000  moderate  income,  unsubsidized  loans. 

Under  the  fieagan  budget,  FmHA  would  be  able  to  finance  20,000  loans 
under  the  502  prograoi  for  home  ownership,  about  6,000  very  low  income 
home  repair  grants,  less  than  6,000  rental  housing  units  under  the  515 
program,  and  about  1000  farm  labor  housing  units. 

Deepest  cuts  come  in  the  502  and  515  programs.    Some  rural  rental 
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Table  2.  HIGHLIGHTS  OF  1983  FARMERS  HOME  BUDGET  REQUEST 
(Dollars  in  nillllons) 


Program 

Subsidized  Loans 

502  Low-income  ownership»new 

Existing 

Repair /rehab 
Subcecal  502 

504  repair  loans 

515  RenCal  housing  loans 

514  Farm  labor  housing  loans 
Subtotal,  subsidized  loans 

Unsubsidized  Loans 

502    low  incooie 

502  noderate  income 

502  REA  weather izat ion 

502  above-moderate  guaranteed 

Rural  housing  site  loans 

Subtotal,  unsubsidized  loans 

Grants  and  Payments 

Rural  rental  assistance 

504  very  low  income  repairs 

Farm  labor  housing  grants 

Mutual  and  self-help  housing  grants 

Self-help  land  development  fund 

Supervisory  assistance  grants 

Water  and  waste  disposal  grants 

Rural  development  grants 

Salaries  and  expenses 

Rural  Development  Loans 
Water  and  waste  disposal  loans 
Coonunity  facility  loans 
Industrial  development  loans 

UNITS  ASSISTED 

502  low  income  ownership,  new 

Existing 

Repair/rehab 

Subtotal 

504  repair  loans 

504  repair  grants 

515  rental  housing 
514  Farm  labor  housing 

Subtotal,  subsidized  loans 

Unsubsidized  loans 
502  moderate  income 
502  guaranteed 

Subtotal,  unsubsidized 

Rural  rental  assistance 

TOTAL  HOUSING  PROGRAM  UNITS 


1980 

1981 

1982 

1983 

Change 

Actual 

Actual 

Estimate   Estimate 

1982-83 

$1,392.4 

$1,462.1 

$1,444.0 

$565.0 

-$879.0 

783.1 

812.5 

803.0 

305.0 

-498.0 

44.6 

53.0 

53.0 

30.0 

-23.0 

2,220.1 

2,327.6 

2,300.0 

900.0 

-1,400.0 

21.9 

17.9 

24.0 

24.0 

0.0 

825.3 

842.5 

940.0 

200.0 

-740.0 

24.6 

18.5 

25.6 

19.0 

-6.6 

3.091.9 

3,206.4 

3,289.6 

1,143.0 

-2,146.6 

30.9 

4.7 

0 

0 

0 

573.5 

251.3 

429.0 

0 

-429.0 

1.3 

1.7 

1.0 

0 

-1.0 

18.9 

5.7 

0 

0 

0 

0.8 

5.7 

0 

0 

0 

I  3,773.3 

263.9 

435.0 

2.0 

-433.0 

393.0 

403.0 

398.0 

•l85.0 

?? 

24.0 

25.0 

15.0 

12.5 

-2.5 

25.0 

25.0 

13.75 

12.5 

-1.25 

Its    5.0 

0.0 

3.95 

0.0 

-3.95 

0.0 

1.0 

0 

0 

0 

1.5 

1.0 

0 

0 

0 

290.0 

210.0 

127.1 

120.0 

-7.1 

10.0 

5.0 

0 

0 

0 

235.6 

252.6 

274.5 

294.2 

♦  19.7 

700.0 

750.0 

375.0 

300.0 

-75.0 

240.0 

260.0 

130.0 

130.0 

0 

1,073.8 

652.3 

300.0 

0 

-300.0 

39,374 

39,097 

35,430 

12,720 

-22,710 

21,558 

20,910 

18,950 

6,640 

-12,310 

1,807 

1,527 

1,420 

740 

-680 

60;739 

61,544 

55,800 

20,100 

-35,700 

^6,934 
*'8,589 

S.296 
*'7,687 

^6,440 
*'4.651 

^5,900 
^,515 

-540 

-1.136 

30,980 

28,740 

29,400 

5,740 

-23,660 

1,490 

890 

1,340 

1.090 

-250 

110,732 

104,157 

97.631 

36.345 

-61.286 

17,543 

*=7,990 

11,700 

0 

-11,700 

590 

172 

0 

0 

0 

21,628 

8,^22 

11,700 

0 

-11,700 

20,000 

17.655 

14,280   *(17.560) 

?? 

123,771 

121,812 

111,911 

36,345 

-75,566 

Budget  authority  and  number  of  units  to  be  put  under  5-year  contract,  not  comparable 

to  previous  years;  these  funds  required  to  renew  expiring  5-year  contracts. 

Many  units  receive  both  loans  and  grants,  and  are  therefore  counted  twice. 

Includes  172  low-income  loans. 

Source:   Compiled  by  Low  Income  Housing  Information  Service 
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assistance  is  requested,  but  because  many  present  contracts  expire  and 
need  to  be  renewed,  no  additional  units  will  receive  rural  rental 
assistance. 

Ho  rescissions  have  been  announced  in  1982  appropriations,  but  a 
deferral  of  $13  750,000  appropriated  for  farm  labor  housing  grants  was 
Lcquested  on  Pebmary  10.  (This  deferral  will  go  Into  effect  unless 
either  the  Kouee  or  Senate  disapproves  it  vithin  45  days.)  The  reason 
given  for  the  deferral  was  a  carry-over  balance  of  919  million  from 
last  year  —  enough  to  fund  1982  activities  at  what  0MB  describes  as 
"a  level  sufficient  to  fund  the  most  viable  grant  applications." 

TAX  EXPENDITURES 

The  largest  housing  expenditures  in  the  budget  have  little  to  do  with 
either  HUD  or  FmHA.  Instead,  they  are  the  "tax  expenditures"  resulting 
froia  housing-related  income  tax  deductions.  Each  year,  these  are 
estimated  and,  in  theory  at  least.  Congress  can  regulate  them. 

Table  4  shows  estimated  houBln^-related  tax  expenditures  for  1982  and 
1983.  These  are  Administration  eBtimatee  and  are  much  lower  than  those 
of  CBO.  Moreover,  they  show  a  sharp  decline  in  the  ate  of  growth  of 
the  major  deductions;  home  owner  mortgage  interest  and  property  taicea. 
The  analysis  of  tax  expenditures  does  not  mention  the  reaaons  for  the 
change t  it  could  be  the  expectation  that  interest  rates  will  come  down 
or  that  people  with  plenty  of  money  will  spend  less  of  it  on  expensive 
housing. 

Nonetheless,  housing-related  tax  expenditures  for  1983  are  estimated 
to  top  $43  billion  with  38.5  billion  of  this  going  to  home  owners. 
There  is  a  $5*9  billion  increase  from  1982  to  1983,  and  a  $4.6  billion 
increase  between  1981  and  1982. 

Very  little  of  this  money  goes  to  low  and  moderate  income  people  who, 
even  though  they  tcay  be  home  owners,  do  not  itemize  their  deductions. 
Most  of  it  goes  to  people  in  the  top  10%  of  the  income  distribution. 

There  are  also  some  tax  expenditures  to  aid  in  rental  housing 
investment.  But  these  are  trivial  conipared  to  home  owner  deductions. 

Finally,  the  1983  tax  expenditures  include  almost  $3  billion  as  the 
cost  of  "all  saver's  certificates"  —  an  effort  to  help  savings  and 
loans  caught  in  a  bind  by  rising  interest  costs.  This  single  item  is 
almost  f  ve  times  as  costly  as  the  increase  in  HDD's  low  income 
housing  payments.  It  is  twice  the  amount  needed  for  an  adequate  level 
of  public  housing  operating  subsidies. 

WHAT  COMES  NEXT 

What  comes  next  is  basically  up  to  Congress.  And  you.  If  Senators  and 
Representatives  hear  from  their  constituents,  they  will  responi^  on 
housing  issues.  If  not,  there  is  little  chance  of  changing  what 
Congress  has  before  it. 
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KEY  COMMITTEES  HANDLING  HOUSING  LEGISLATION 

Members  listed  in  order  of  seniority.    Address  for  all  House  members  is: 
[name].  House  of  Representatives;    Washington,  DC  20515.    Address  for  all 
Senators  Is:    [name],  U.S.  Senate;  Washington,  DC  20510.  Telephone  number  for 
U.S.  Capitol  is  202-224-3121;  then  ask  for  your  Senator  or  Representative  by 
name. 


HOUSE  BUDGET  COMMITTEE 

Democrats:  James  R.  Jones,  OK,  Chairman;  Jim  Wright,  TX;  David  R.  Obey,  UI; 
Paul  M.  Simon,  IL;  Norman  Mineta,  CA;  Jim  Mattox,  TX;  Stephen  Solarc,  NY; 
Timothy  E.  Wirth,  CO;  Leon  Panetta,  CA;  Richard  A.  Gephardt,  MO;  Bill 
Nelson,  FL;  Les  Aspin,  WI ;  W.  G.  (Bill)  Hefner,  NC;  Thomas  J.  Downey,  NY;  Adam 
Benjamin,  Jr.,  IN;  Brian  J.  Donnelly,  MA;  Michael  Lowry,  WA;   Phil  Grann,  TX. 

Republicans:   Delbert  L.  Latta,  OH,  Ranking  Minority  Member;  Ralph  S.  Regula, 
OH;  Bud  Shuster,  PA;  Bill  Frenzel,  MN;   Jack  F.  Kemp,  NY;  James  G.  Martin,  NC; 
Paul  S.  Trible,  Jr.,  VA;   Ed  Bethune,  AR;  Lynn  Martin,  IL;  Albert  Lee  Smith, 
Jr.,  AL;  W.  Eugene  (Gene)  Johnston,  NC;  Bobbl  Fiedler,  CA. 

SENATE  BUDGET  COMMITTEE 

Republicans:  Pete  V.  Domenici,  NM,  Chairman;  William  L.  Armstrong,  CO;  Nancy 
Landon  Kassebaum,  KS;  Rudolph  E.  Boschwitz,  MN;  Orrin  G.  Hatch,  UT;  John  G. 
Tower,  TX;  Mark  Andrews,  ND;  Steven  D.  Symros,  ID;  Charles  E.  Grassley,  lA; 
Robert  W.   Kasten,  WI ;  Dan  Quayle,  IN;  Slade  Gorton,  WA. 

Democrats:  Ernest  F.  Hoi lings,  SC,  Ranking  Minority  Member;  Lawton  Chiles,  FL; 
Joseph  R.  Blden,  Jr.,  DE;  J.  Bennett  Johnston,  Jr.,  LA;  James  R.  Sasser,  TN; 
Gary  Hart,  CO;  Howard  M.  Metzenbaum,  OH;  Donald  W.  Riegle,  Jr.,  MI;  Daniel  P. 
Moynlhan,  NY;  J.  James  Exon,  NE. 

HOUSE  BANKING,  FINANCE,  AND  URBAN  AFFAIRS  COMMITTEE 
(Housing  Subcommittee  members  underlined) 

Democrats;  Fernand  J.  St.  Germain,  RI ,  Chairman;  Henry  S.  Reuss,  WI ;  Henry  B. 
Gonzalez,  TX  (Chairman,  Housing  Subcommittee);  Joseph  G.  Mlnlsh,  NJ;  Frank 
Annunzlo,  IL;  Parren  J.  Mitchell,  MD;  Walter  E.  Fauntroy,  DC;  Stephen  L.  Neal, 
NC;  Jerry  M.  Patterson,  CA;  James  J.  Blanchard,  MI;  Carroll  Hubbard,  Jr,  KY; 
John  J.  LaFalce,  NY;  David  W.  Evans,  IN;  Norman  E.  D' Amours,  NH;  Stanley  N. 
Lundlne.  NY;  Mary  Rose  Oakar,  OH;  Jim  Mattox,  TX;  Bruce  F.  Vento,  MN;  Doug 
Barnard,  Jr.,  GA;  Robert  Garcia,  NY;  Mike  Lowry,  WA;  Charles  E.  Schumer,  NY; 
Barney  Frank,  MA;  William  N.  Patroan,  TX;  William  J.  Coyne,  PA;  Steny  H.  Hoyer, 
MD. 

Republicans;  J.  William  Stanton,  OH;  Chalmers  P.  Wylle,  OH;  Stewart  B. 
McKlnney,  CT;  George  Hansen,  ID;  Jim  Leach,  lA;  Thomas  B.  Evans,  Jr.,  DE;  Ron 
Paul,  TX;  Ed  Bethune,  AR;  Norman  R.  Shumway,  CA;Stan  Parr  is,  VA;  Edward  F. 
Weber,  OH;  Bill  McCollum,  FL;  Gregory  W.  Carman,  NY;  George  C.  Wort  ley,  NY; 
Marge  Roukema ,  NJ;  William  D.  Lowery,  CA;  James  J.  Coyne,  PA;  Douglas  K. 
Bereuter,  NB;   David  Dreler,  CA. 
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SENATE  BANKING,  HOUSING,  AND  URBAN  AFFAIRS  COMMITTEE 
(Housing  SubcoanitCee  nenbers  underlined;  Rural  Housing  Subcoimnitcee  in  capi- 
eals) 

Republicans;  Jake  Gam,  UT,  Chairman;  John  Tower,  TX;  John  HEINZ,  PA;  William 

L.   Armstrong,   CO;   Richard  G.  LUGAR,   IN  (Chairman,  Housing  Subcommittee); 

Alfonse  M.  D'Amato,  NY;  John  H.  Chafee,  RI ;  Harrison  "Jack"  SCHMITT,  NM 
(Chairman,  Rural  Housing  Subcommittee). 

Deaocrats:  Harrison  A.  Williams,  Jr.,  NJ  (ranking  minority  member  of  full 
committee  and  housing  subcommittee);  William  Proxmire,  WI ;  Alan  Cranston,  CA; 
Donald  W.  Riegle,  Jr.,  MI;  Paul  S.  Sarbanes,  MD;  Christopher  J.  DODD,  CT;  Alan 
J.  DIXON,  IL  (ranking  minority  member,  rural  housing  subcooroittee. ) 

HOUSE  APPROPRIATIONS  COMMITTEE 
(HUD  Subcooroittee  underlined;  Agriculture  Subcommittee,  handling  Farmers  Home, 
in  capitals) 

Deaocrats:  Jamie  L.  WHITTEN,  MS,  Chairman  (also  chairs  Agriculture  Subcom- 
mittee);  Edward  P.  Boland,  MA  (chairs  HUD  Subcoamittee) ;  William  H.  NATCHER, 
KY;  Neal  Smith,  lA;  Joseph  P.  Addabbo,  NY;  Clarence  D.  Long,  MD;  Sidney  R. 
Yates,  IL;  David  R.  Obey,  WI;  Edward  R.  Roybal,  CA;  Louis  Stokes,  OH;  Tom 
Bevill,  AL;  Bill  Chappell,  Jr.,  FL;  Bill  ALEXANDER,  AR;  John  P.  Murtha,  PA;  Bob 
TRAXLER,  MI;  Joseph  D.  Early,  MA;  Charles  Wilson,  TX;  Lindy  Boggs,  LA;  Adam 
Benjamin,  Jr..  IN;  Norman  D.  Dicks,  UA;  Matthew  F.  MCHUGU,  NY;  Bo  Ginn,  GA; 
William  Lehman,  FL;  Jack  HIGHTOWER.  TX;  Martin  Olav  Sabo,  MN;  Julian  Dixon,  CA; 
Vic  Fazio,  CA;  W.  G.  (Bill)  Hefner,  NC;  Les  AuColn,  OR;  Daniel  K.  AKAKA,  HI; 
Wes  WATKINS,  OK;  William  H.  Gray,  III,  PA;  Bernard  J.  Dwyer,  NJ. 

Republicans;  Silvio  0.  Conte,  MA,  Ranking  Minority  Member;  Joseph  M.  McDade, 
PA;  Jack  Edwards,  AL;  John  T.  MYERS,  IN;  J.  Kenneth  ROBINSON,  VA;  Clarence  E. 
Miller,  OH;  Lawrence  Cough  I  in,  PA;  C.  W.  Bill  Young,  FL;  Jack  F.  Kemp,  NY; 
Ralph  S.  Regula,  OH;  Clair  W.  Burgener,  CA;  George  M.  O'Brien,  IL;  Virginia 
SMITH,  NE  (ranking  minority  member  of  Agriculture  Subcommittee);  Eldon  Rudd, 
AZ;  Carl  D.  Pursell,  MI;  Mickey  Edwards,  OK;  Robert  L.  Livingston,  LA;  S^ 
William  Green,  NY  (ranking  minority  member,  HUD  Subcommittee);  Tom  Loeffler, 
TX;  Jerry  LEWIS,  CA;  Carroll  A.  Campbell,  Jr.,  SC;  John  E.  Porter,  IL. 

SENATE  APPROPRIATIONS  COMMITTEE 
(HUD  Subcommittee  underlined;  Agriculture  Subcommittee  in  capitals). 

Republicans;  Mark  0.  Hatfield,  OR,  Chairman;  Ted  Stevens,  AK;  Lowell  P. 
Weicker,  Jr.,  CT;  James  A.  MCCLURE.  ID;  Paul  Laxalt,  NV;  Jake  Gam,  UT 
(chairman,  HUD  Subcommittee);  Harrison  "Jack"  Schmitt ,  NM;  Thad  COCHRAN.  MS; 
Mark  ANDREWS,  ND;  James  ABDNOR,  SD;  Robert  W.  KASTEN,  WI ;  Alfonse  M.  D'Amato, 
NY;  Mack  MATTINGLY,  GA;  Warren  Rudman,  NH;  Arlen  SPECTER,  PA. 

Democrats;  William  Proxmire,  WI ,  Ranking  Minority  Member;  John  C.  STENNIS,  MS 
(Chairman,  Agriculture  Subcommittee);  Robert  C.  BYRD,  WV;  Daniel  K.  Inouye,  HI; 
Ernest  F.  Hollings,  SC;  Thomas  F.  EAGLETON,  MO  (ranking  minority  member. 
Agriculture  Subcommittee);  Lawton  CHILES,  FL;  J.  Bennett  Johnston,  LA;  Walter 
D.  Huddleston,  KY  (ranking  minority  member,  HUD  Subcommittee);  Quentin  BURDICK, 
ND;  Patrick  Leahy,  VT;  James  R.  SASSER,  TN;  Dennis  DeConcini,  AZ;  Dale  Bumpers, 
AR. 
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SUBSCRIPTION  TO  PUBLICATIONS 

The  Low  Income  Housing  Information  Service  is  a  nonprofit  organisation  established 
to  educate  the  public  and  low  income  housing  groups  about  low  Income  housing  by 
gathering  and  sharing  information  concerning  low  income  houiing  needs,  programs, 
proposals,  hearings,  debates,  and  administrative  rule-making.  It  is  supported  by 
subscriptions,  contributions,  volunteer  efforts,  grants,  and  contracts  for  servi- 
ces. Ue  share  staff  and  office  space  with  the  National  Low  Income  Housing 
Coalition,  but  are  otherwise  a  totally  separate  organisation. 

LIHIS  publishes  the  Low  Income  Housing  Round-Up  %ri)ich  covers  activities  in  Congress 
and  the  administration  affecting  low  income  housing  and  community  development 
matters.  This  Includes  pending  legislation  and  regulations,  hearings,  and  publica- 
tions. The  Round-Up  is  issued  twice  a  month  when  Congress  Is  in  session  and  once  a 
month  during  long  recesses.  For  a  sample  copy,  send  a  self-addressed  envelope  with 
37(  postage  on  It. 

In  addition,  LIHIS  prepares  Special  Memoranda  on  Important  legislation,  programs 
and  Issues^  These  are  released  on  an  Irregular  basis,  as  appropriate.  Each  Special 
Memorandum  summarises  critical  legislation  or  regulations  in  more  detail  than  can 
be  provided  in  the  Round-Up. 


To:   LIHIS  Subscriptions,  215  Eighth  Street,  N.E.,  Washington,  DC  20002 

Please  enter  my  subscription  to  the  Low  Income  Housing  Round-Up  and  Special 
Memoranda. 

Regular  subscription $150* 

Federally'  funded  organizations  serving 

low  income  people 50 

State  or  local  COMMUNITY  organizations 25 

Organizations  whose  MEMBERSHIP  and  BOARDS 

are  predominantly  low  Income  people  10 

Individuals 25 

*  This  is  the  only  rate  which  covers  our  costs. 

Enclosed  is  $  for  my  1982  subscription.  [Subscriptions  are  on  a  calendar 
year  basis.]  Alao^  enclosed  is  $  for  my  tax-deductible  contribution  to 
your  work.  Make  chectcs  payable  to  LIHIS. 


NAME 


ORGANIZATION 
ADDRESS  


CITY  STATE  PHONE  {_ 

(1/82) 
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National 

Low  Income  Housing  Coalition 

215  Eighth  Street.  N.E..  Washington,  D.C.  20002  •  (202)  544-2544 

Hon  Edward  W.  Brooke.  Chairptrson  Gushing  N.  Odbeara.  Prtsidunt 

MAINTAINING  AND  EXPANDING  LOW  INCOME  HOUSING  ASSISTANCE 

Statement  of  Cushing  N.  Dolbeare,  President,  National  Low  Income 
Housing  Coalition,  before  Subcommittee  on  Housing,  Committee  on 
Banking,  Housing,  and  Urban  Affairs,  United  States  Senate,  April  15, 
1982. 

In  these  times  of  budget  constraints  and  deepening  housing  crisis,  the 
National  Low  Income  Housing  Coalition  urges  a  renewed  commitment  to 
giving  top  priority,  in  federal  housing  programs,  to  meeting  the 
housing  needs  of  low  income  people. 

Rather  than  reciting,  yet  again,  the  facts  on  low  income  housing  needs 
and  the  impact  of  the  Administration's  proposed  cuts  in  low  income 
housing  programs,  I  have  appended  to  this  relatively  brief  statement 
the  material  which  in  one  form  or  another  I  have  presented  this  spring 
before  the  Senate  Agriculture  Committee,  the  Housing  Budget  Committee, 
and  the  House  Housing  Subcommittee.  This  statement  will  focus  on  the 
Administration's  proposed  bill,  bills  introduced  by  Senators  Dodd  and 
Tsongas,  and  other  specific  approaches  relevant  to  this  Committee's 
deliberations. 

Before  doing  so,  however,  three  points  on  housing  need  and  housing 
commitments  should  be  made,  to  set  the  context: 

The  President's  Commission  on  Housing  has  estimated  that  slightly 
over  half  of  the  twenty  million  households  with  incomes  below  50% 
of  median  are  renters,  and  that  only  one  out  of  four  of  these 
poor  renter  households  now  receives  housing  assistance. 

In  1970,  a  family  with  an  income  of  $3,000  who  paid  the  median 
rent  of  $85  spent  34%  of  its  income  for  shelter,  and  had  $165 
monthly  left  over  for  all  other  needs.  There  were  then  5.8 
million  renter  households  with  incomes  below  $3000.  In  1980,  a 
family  with  an  income  of  $3,000  who  paid  the  median  rent  of  $179 
spent  72%  of  its  income  for  shelter  and  had  only  $71  left  over 
for  all  other  needs.  Ten  percent  of  all  renters,  or  2.7  million 
households,  still  had  incomes  below  $3000  in  1980. 

While  low  income  housing  assistance  programs  have  been  cut  back, 
tax  expenditures  for  housing  have  been  unconstrained.  In  1981, 
the  INCREASED  COST  of  housing-related  tax  expenditures  ($7.6 
billion)  was  considerably  HIGHER  THAN  HUD'S  OUTLAYS  FOR  LOW 
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INCOME  HOUSING  assistance  ($5.7  billion  in  housing  payments  and  $1.1 
billion  for  public  housing  operating  subsidies).  Moreover,  the  TOTAL 
COST  of  housing-related  tax  expenditures  ($33.3  billion)  was  slightly 
MORE  THAN  THE  CUMULATIVE  HOUSING  PAYMENTS  MADE  BY  HUD  AND  ALL  OF  ITS 
PREDECESSORS,  SINCE  1937.  Moreover,  if  the  rate  of  increase  for  the 
homeowner  mortgage  interest  deduction  anticipated  for  the  1983-87  by 
the  Joint  Committee  on  Taxation  is  projected  for  the  rest  of  this 
century,  its  total  cost  would  be  over  two  trillion  dollars,  almost  ten 
times  the  amount  of  outstanding  subsidized  housing  commitments. 

Against  this  backdrop,  the  National  Low  Income  Housing  Coalition  urges 
that  four  basic  principles  guide  housing  legislation  this  year: 

First,  we  must  maintain  our  present  low  income  housing  inventory 
in  viable  condition,  without  rent  increases.  This  means  rejecting 
the  proposals  to  count  food  stamps  as  income  and  to  raise  the 
limit  on  rent  increase  resulting  from  program  changes  to  20%  per 
year.  It  also  means  providing  adequate  troubled  projects  and 
operating  subsidies  to  cover  the  difference  between  tenant 
contributions  and  the  cost  of  operating  decent  housing.  Finally, 
it  means  prohibiting  arbitrary  limits  on  subsidy  amounts  which 
will  force  projects  into  default  or  abandonment. 

Second,  we  should  not  retreat  from  present  commitments.  The 
pipeline  should  be  built,  not  truncated.  All  funds  recovered 
because  commitments  turn  out  not  to  be  feasible  should  be 
reprogrammed,  not  rescinded. 

Third,  we  need  to  maintain  and  expand  housing  production,  through 
both  rehabilitation  and  new  construction,  for  low  income  people. 
We  urge  continued  provision  of  funds  for  the  public  housing,  202 
housing  for  elderly  or  handicapped,  and  Farmers  Home  Section  515 
programs,  as  well  as  the  exploration  of  new  approaches. 

Fourth,  we  need  to  maintain  the  rural  housing  programs  of  the 
Farmers  Home  Administration  at  an  adequate  level.  We  support 
funding  the  rental  assistance,  home  ownership,  farm  labor 
housing,  self-help  housing,  and  the  water  and  sewer  programs 
which  are  required  for  development  in  rural  areas  at  no  less  than 
their  1982  levels.  We  oppose  proposals  to  abandon  these  programs 
in  favor  of  a  block  grant. 

SPECIFIC  RECOMMENDATIONS 

THE  "MODIFIED  SECTION  8  EXISTING  HOUSING"  PROPOSAL  SHOULD  NOT   BE 
ADOPTED. 

The  effect  of   the  proposed  modifications  would  be  to  reduce  the 
amount  of  housing  assistance  by  15-20%.  Tenants  would  have  to  pay  the 
extra  costs  out  of  their  own  pockets.  It  would  be  even  harder  for 
large  households  to  find  quarters. 

This  would  be  done  by  reducing  the  payment  standard  on  which  the 
amount  of  the  voucher  would  be  calculated  to  about  80-85%  of  present 
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Section  8  Existing  Fair  Market.  Rent  levels.  Tenants  would  then 
negotiate  their  own  rents,  paying  less  if  they  could  find  a  place  for 
less;  paying  the  extra  if  they  couldn't. 

As  proposed  by  the  Administration,  this  constitutes  a  hidden  rent 
increase  for  tenants  being  switched  to  the  new  program.  I  have  queried 
a  broad  range  of  Section  8  housing  administrators  on  whether  their 
clients  could  find  housing  in  their  communities  at  80%  of  current  fair 
market  rents.  Not  one  thought  it  would  be  possible. 

There  is  no  provision  in  this  new  voucher  program  to  provide  annual 
adj'jstr'.ents  for  rent  increases.  This  means  further  annual  rent 
incr32ses,  unrelated  to  ability  to  pay,  unless  there  is  a  major  change 
from  recent  experience  which  is  that  operating  costs  have  increased  at 
roughly  twice  the  rate  of  increase  in  tenant  incomes. 

Moreover,  since  expiring  Section  8  existing  contracts  are  to  be 
converted  to  the  new  program,  major  rent  increases  for  the  households 
affected  appear  inevitable.  If  they  continue  in  their  present 
quarters,  landlords  are  unlikely  to  reduce  their  rents  because  their 
subsidy  is  lower.  If  they  look  elsewhere,  they  face  very  tight  rental 
markets. 

The  National  Low  Income  Housing  Coalition  has  consistently  been 
concerned  with  housing  af fordability  as  a  basic  component  of  the  low 
income  housing  problem  and  we  have  just  as  consistently  supported 
efforts  to  use  the  existing  stock  of  housing  and  to  provide  low  income 
households  with  the  same  kinds  of  housing  choices  that  are  available 
to  others. 

However,  there  is  clear  evidence,  both  from  the  Experimental  Housing 
Allowance  Program  and  the  Section  8  existing  program,  that  vouchers 
prmarily  serve  households  whose  housing  problem  is  limited  to 
af fordability.  They 'do  not  provide  shelter  for  households  the  private 
market  is  unwilling  or  unable  to  serve:  large  families,  single-parent 
families,  minority  families.  Even  at  present  fair  market  rents,  half 
of  all  households  receiving  Section  8  certificates  are  unable  to  find 
units  within  their  alloted  time  period  of  sixty  days.   The  proportion 
is  far  higher  for  minorities,  female-headed  households,  and  households 
now  living  in  substandard  housing. 

Members  of  the  President* s "Commission  on  Housing  were  given  the 
following  information  on  the  proportions  of  Section  8  Existing  voucher 
holders  who  failed  to  find  housing  within  60  days: 

Household  Type  Minority    Nonminority 

1  person  elderly  50%  42% 

1  person  nonelderly  54%  51% 

Elderly  couples  66%  50% 

Younger  couples  67%  45% 
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Household  Type  Minority.    Nonmino r i ty_ 

1  parent,  1-3  children  75%  56% 

1  parent,  4+  children  78%  76% 

2  parents,  1-3  children  60%  57% 
2  parents,  4+  children  72%  75% 

All  household  types  7  2%  52% 

We  have  no  doubt  that  agencies  allocated  vouchers  under  the  new 
proposal  will  be  able  to  find  families  that  will  take  them  and  use 
them.  But  it  seems  equally  likely  that  few  of  these  families  will  be 
among  those  who  most  desperately  need  help. 

FOOD  STAMPS  SHOULD  NOT  BE  COUNTED  AS  INCOME  IN  DETERMINING  TENANT 
RENTS. 

Our  analysis  of  the  rent  increases  proposed  by  the  Administration  this 
year  is  that  they  are  far  higher  than  the  effect  of  raising  tenant 
contributions  from  25%  to  30%  of  income.  Moreover,  they  have  their 
greatest  impact  on  the  very  poorest  households. 

To  illustrate  this  point,  we  have  compared  the  impact  of  the  rent 
increase  adopted  last  year,  when  fully  phased  in,  with  the  impact  of 
counting  food  stamps  as  income,  when  fully  phased  in,  for  an 
unemployed  mother  on  welfare  with  two  children  in  each  of  the  thirteen 
states  represented  by  Senators  serving  on  the  Banking  Committee. 

Last  year's  full  rent  increase  is  20%,  phased  in  over  five  years. 
The  increase  this  year  is  4%,  substantially  below  the  10%  cap  on 
rent  increases  because  of  program  changes  (rather  than  income 
changes)  adopted  last  year.  Rents  at  25%  of  income  range  from  a 
high  of  $114.00  in  California  (where  welfare  grant  is  S506)  to  a 
low  of  $17.70  in  Texas,  where  the  welfare  grant  is  only  $118  (and 
the  rent  is  15%  of  gross  income  which  is  higher  than  25%  of 
adjusted  income) .  The  family  in  California  had  an  average  of 
$13.06  in  cash  left  after  paying  rent,  plus  food  stamps  worth 
S2.43.  The  family  in  Texas  had  only  $3.34  per  day,  plus  food 
stamps  worth  $6.10. 

The  rent  increase  from  25%  to  26%  of  income,  scheduled  for  this 
year,  will  not  affect  the  family  in  Texas,  which  still  pays  15% 
of  gross  income.  A  Texas  family  moving  into  HUD-subsidized 
housing  would  pay  $20.40  in  rent,  leaving  an  average  of  $3.25  in 
cash  each  day,  plus  $6.10  in  food  stamps.  The  California  family 
will  have  a  4%  rent  increase  this  year  and,  ultimately,  a  20% 
rent  increase  when  it  pays  30%  of  income. 

If  food  stamps  are  counted  as  income,  the  California  family  would 
sustain  a  16%  rent  increase,  while  the  Texas  family  would,  when 
fully  phased  in,  have  a  325%  increase  (paying  30%  of  income, 
counting  food  stamps).  The  family  would  then  have  only  $1.42  left 
each  day,  plus  $6.10  in  food  stamps,  after  paying  its  rent  of 
$75.30. 
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In  absolute  terms,  the  low  income  family  in  California  would  pay 
$44.70  more  in  rent  after  the  increase  from  25%  of  cash  income  to 
30%  of  cash-plus-foodstamps.  The  very  much  poorer  family  in  Texas 
would  pay  $57.60  more. 

So,  the  proposed  change  by  counting  food  stamps  as  income  would  place 
the  highest  absolute  and  relative  burdens  on  those  least  able  to  carry 
them. 

THE  PRESENT  10%  CAP  ON  RENT  INCREASES  RESULTING  FROM  PROGRAM  CHANGES 
SHOULD  BE  RETAINED,  NOT  RAISED  TO  20%. 


The  National  Low  Income  Housing  Coalition,  and  others,  have  long 
contended  that  subsidized  housing  residents  in  fact  often  pay  far  more 
than  25%  of  their  incomes  for  rent,  because  of  the  inadequacy  of 
utility  allowances.   Now  the  Bureau  of  the  Census  confirms  this  view. 
Annual  Housing  Survey  data  show  that  16%  of  the  households  living  in 
subsidized  housing  paid  more  than  50%  of  their  incomes  for  shelter, 
and  one  quarter  paid  more  than  one-third  of  their  incomes. 

It  was  at  least  in  part  in  order  to  protect  these  families,  who  are 
generally  the  poorest,  that  Congress  last  year  enacted  a  10%  cap  on 
annual  rent  increases  as  a  result  of  program  changes.  The 
Administration's  proposal  that  this  cap  be  increased  to  20%  should  be 
rejected. 

Again,  the  impact  of  the  change  falls  most  heavily  on  very  poor 
people,  who  will  have  the  biggest  rent  increases  if  and  when 
regulations  to  prohibit  "negative  rents"  for  very  poor  faunilies  paying 
their  own  utilities  and  to  drop  the  exclusion  of  extraordinary  medical 
expenses  from  income  are  promulgated. 

The  following  table  shows  the  impact  of  this  change,  again  basing  the 
estimates  on  welfare  and  food  stamp  grants  in  each  state  for  an 
unemployed  welfare  mother  with  two  children. 

State  Present   Rent  if 

rent  at   foodstamps   1984  rent  with     Cash  remaining 
25%       counted     10%  cap  20%  cap   10%  cap  20%  cap 


CA  $114.00  $132.25  $132.25*  $132.25* 

CO  65.25  98.50  79.55     94.68 

IL  63.00  96.50  76.23     90.71 

IN  51.25  88.50  62.00     73.80 


$373.75  $373.75 

233.45  218.32 

225.77  211.29 

193.00  181.20 


MD 
MI 
NM 
NY 

PA 


55.00 
86.25 
49.50 
93.50 
67.00 


91.00 
113.00 

87.25 
118.00 

99.50 


66.55 
104.35 

59.89 
113.13 

81.06 


79.20 
124.20 

71.28 
134.63 

96.48 


203.45 
290.65 
188.11 
310.87 
236.94 


190.80 
270.80 
176.72 
289.37 
221.52 


RI  100.75  123.00  121.90  123.00*  331.10  330.00 

TX                17.70**  62.75  21.41  25.48             96.59  92.52 

UT               79.25  108.00  95.88  114.11  271.12  252.89 

WI  105.75  126.50  126.50*  126.50*  346.50*  346.50* 
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I*  Based  on  food  staaip  rent,  not  cap,  which  would  be  higher.  *♦  15%  of 
gross  incove.] 

One  thing  li  i^pai^at  fzi!^    ->e  t^t^aLa^   table:  even  though  logic 
tell 5  -5  ^:Li^   the  difftrtr.-ss  :Lei:weefi  tbe  10*  csp  ftsd  the  tt\   cap 
sboald  ^>e  vidcst  for  pe::ple  with  higber  cast  incoaec  and  therefore 
higher  lents  tbi&  is  s^^t  the  case  because  tbey  ban  I(M*c  rent 
Increases-  Tbe  sa^  a^alfsis  wcul^  ':.z\f    .-.    :: .  \r^c^ioti -mXtii 
vliptinatlag  negative  tea^a:  only  -r^  very  : :  -  . :  ^-  inooB*  lavilies 
receive  theK.  Kot-so-loif  income  families  .:._;:  ^e  maffBCi-ed.) 

&£  pRSCUI^tEB  TO  TAKE  HAJOR  MEDICAL  EXPEKSES  ISTO  ACCOUNT  IM 
REWTS. 

Last  year,  HUD  was  given  broad  discretion  to  define  "income*  for 
purposes  of  determining  rents  in  subsidized  bousing.  A  provision 
adopted  in  1974  for  Section  8  (and  earlier  for  public  housing) 
provided  for  exclusion  of  extraordinary  medical  or  other  expenses  and 
for  charging  a  lower  rent  to  households  with  exceptional  expenses. 

With  some  exceptions,  the  elimination  of  medical  deductions  will  fall 
Bost  heavily  cm  elderly  and  handicapped  people,  who  do  not  have  the 
resoorces  to  pay  for  major  rent  increases  and  cannot  reasonably  be 
expected  to  obtain  them. 

We  urge  either  legislation  or  strong  report  language  aimed  at 
pre-cl^di,-c  ihsse  rent  increases. 

THE  =?.iSEVf  XESmiCTTOKS  IS  THE  LAW  ON  DEMOLITION  OF  PUBLIC  HOUSING 
AND  ElSPOSirxail  OF   HUD-OWNED  OR  HUD-HELD  MULTIFAMILY  PROPERTIES  SHOULD 
HOT  BE 


JUtbongfa  ■>>  and  its  predecessors  have  been  subsidizing  the  provision 
of  lov  tncpse  bQJ5i:ig  for  *S  y^irs,   the  current  inventory  stands  at 
lesv  than  3.5  million  units    ^n  average  of  less  than  a  million  each 
^CMfde^   Tbe  private  sector  ±dd?  more  units  to  the  stock  annually,  even 
in  a  terrible  year,  thin  -his  ?*r-decade  average. 

Moreover,  low  income  housing  projects  were  all  —  even  the  recent  ones 
—  built  when  costs  were  lower  than  they  are  today.  Kost  were  built  at 
far  less  cost  than  we  are  ever  likely  to  see  again.  And,  at  least  in 
the  case  of  public  bousing,  the  federal  obligation  to  pay  off  the 
bonds  remains,  even  if  the  project  is  destroyed. 

The  National  Low  Income  Housing  Coalition  urges  that  high  priority  be 
given  to  retaining  the  present  stock  of  assisted  housing  in  viable 
condition,  for  low  income  occupancy.  And,  where  projects  need 
comprehensive  modernization,  these  funds  should  be  provided  together 
with  needed  operating  subsidies. 

Current  restrictions  on  the  demolition  of  public  housing  make  sense: 
demolition  may  only  be  undertaken  if  (1)  units  will  be  replaced  in  a 
*timely"  fashion;  (2)  total  cost  of  replacement  is  less  than  total 
cost  of  rehabilitation;  and  (3)  displaced  families  will  get  decent. 
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safe,  sanitary,  and  affordable  housing. 

The  Administration  bill  would  repeal  these  standards,  substituting 
looser  ones.  Demolition  would  become  an  eligible  modernization 
activity,  with  several  critical  requirements  waived.  Projects,  for 
example,  could  be  slated  for  demolition  without  consultation  with 
either  local  officials  or  tenants  and  without  the  same  standards  for 
assessing  physical  condition  and  the  cost  of  improvements  needed  that 
apply  to  the  modernization  program. 

The  Coalition  appreciates  the  concern  which  members  of  this  Committee 
have  for  the  viability  of  the  public  housing  program  and  we  have 
discussed  possible  remedies  and  approaches  with  the  committee  staff  on 
a  number  of  occasions.  We  hope  to  continue  this  process.  What  is 
needed,  we  believe,  is  not  revision  of  the  demolition  section  —  or 
any  approach  which  would  reduce  the  number  of  public  housing  units  — 
but  rather  a  careful  examination  of  the  remedies  which  are  needed  to 
deal  with  the  problems  of  a  rather  limited  number  of  housing  projects. 

Finally,  we  would  note  that  the  President's  Commission  on  Housing  gave 
serious  consideration  to,  in  effect,  abandoning  the  public  housing  and 
disposing  of  current  projects.  It  found,  however,  that  public  housing 
provides  shelter  for  hundreds  of  thousands  of  households  that  the 
private  sector  has  been  unwilling  or  unable  to  house  decently  and 
would  not  house  even  under  a  voucher  program,  that  it  is  less 
expensive  than  providing  vouchers  to  the  same  households,  and  that  the 
federal  government  should  retain  control  over  income  and  rent  levels 
as  basic  to  maintaining  the  public  purpose  of  the  program,  even  as  it 
relaxes  other  restrictions. 

The  arguments  for  opposing  the  proposed  changes  with  regard  to 
multi-family  property  disposition  are  similar.  They  rest  on  the 
foolishness  of  seeking  on  the  one  hand  to  find  the  funds  needed  to 
provide  shelter  to  very  low  income  people  and,  on  the  other  hand, 
permitting  projects  which  were  built  or  used  for  this  purpose  to  slip 
out  of  the  inventory. 

The  critical  decision  to  be  made  in  property  disposition  is  NOT  what 
will  bring  the  highest  short-term  return,  but  what  is  the  most 
cost-effective  method  of  providing  shelter  for  low  income  people.  The 
present  law  takes  these  long-range  considerations  into  account.  We 
urge  that  it  be  retained. 

ADEQUATE  OPERATING  AND  TROUBLED  PROJECTS  SUBSIDIES  SHOULD  BE  PROVIDED 
FOR  SUBSIDIZED  HOUSING. 

We  urge  authorization  of  $1.6  billion  for  public  housing  operating 
subsidies  and  enough  funds  for  troubled  projects  to  cover  the  valid 
needs  for  assistance. 

Again,  we  believe  it  necessary  for  the  Congress  to  make  a  clear  and 
unmistakable  commitment  to  preserving  our  present  stock  of  assisted 
housing.  If  choices  on  priorities  have  to  be  made,  this  one  should 
come  first. 
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Last  year  Congress,  rightly  in  our  view,  adopted  legislation  to  focus 
federal  housing  assistance  on  the  very  lowest  income  families.  It  did 
so  knowing  that  it  costs  more  to  assist  a  household  with  an  income 
below  50%  of  median  than  it  costs  to  assist  households  with  incomes 
above  70%  of  median.  Public  housing  operating  subsidies,  troubled 
projects  subsidies,  and  Section  8  existing  contracts  are  the  three 
mechanisms  which  exist  to  provide  these  funds.  If  they  are  not 
adequate,  projects  will  fail.  If  they  are  public  housing,  they  will 
become  vacant.  If  they  are  not,  they  will  be  turned  back  to  HUD. 

We  recognize  that  there  are  problems  of  management  and  of  adequate 
cost  control  if  the  commitment  —  which  we  believe  is  vital  —  to 
adequate  operating  assistance  is  made.  We  would  be  happy  to  work  with 
the  committee  and  its  staff  in  addressing  these  problems.  But 
solutions  which  rest  either  on  restricting  the  level  of  assistance  to 
unrealistically  low  levels  or  on  serving  households  with  lesser  needs 
must  be  regarded  as  unacceptable  from  the  outset. 

FEDERAL  SUPPORT  FOR  LOW  INCOME  HOUSING  PRODUCTION  MUST  CONTINUE. 

If  it  were  not  tragic  for  low  income  people,  it  would  be  ironic  that 
the  history  of  federal  housing  assistance  over  the  three  last  decades 
has  been  that  every  time  a  housing  program  is  sufficiently  seasoned  so 
that  the  bugs  have  been  identified  and  can  be  addressed,  we  abandon  it 
for  something  else.  We  appear  to  be  on  the  verge  of  doing  so  again. 

Until  a  better  vehicle  is  in  place  and  running,  NLIHC  supports 
continuation  of  assisted  housing  production  through  public  housing, 
the  Farmers  Home  515/rental  assistance  housing  program,  and  —  at 
least  for  neighborhood  based  groups  and  cooperatives  —  of  the  Section 
8  program. 

Nor  do  we  believe  that  continuation  of  these  programs  is  inconsistent 
with  developing  and  testing  new  approaches,  particularly  if  we  are 
willing  to  reaffirm  the  national  commitment  to  providing  decent 
housing  for  every  American  family,  including  low  income  families. 

WE  RECOMMEND  THAT  TWO,  MUTUALLY  CONSISTENT  APPROACHES  BE  INCLUDED 
IN  THIS  YEAR'S  LEGISLATION:  (1)  A  HIGHLY  TARGETED  PROGRAM  OF 
HOUSING  GRANTS  TO  STATE  AND  LOCAL  GOVERNMENTS  TO  BE  USED  QBLl   TO 
REDUCE  THE  CAPITAL  COST  OP  PROVIDING  ADDITIONAL  NEW  OR 
REHABILITATED  UNITS  TO  BE  OCCUPIED  BY  VERY  LOW- INCOME  HOUSEHOLDS 
WITH  URGENT  HOUSING  NEEDS  AND  (2)  A  MULTI-FAMILY  RENTAL  HOUSING 
PRODUCTION  PROGRAM  DESIGNED  TO  PROVIDE  A  SUBSTANTIAL  NUMBER  OF 
UNITS  FOR  LOWER  INCOME  FAMILIES - 

HOUSING  GRANTS.   The  basic  objective  of  any  housing  grant  program 
should  be  to  serve  people  with  the  most  critical  housing  needs,  and  to 
provide  flexibility  in  doing  so.  An  adequately  designed  and 
constrained  housing  grant  program  could  accomplish  this  goal  and  we 
would  be  pleased  to  work  with  the  committee  in  developing  such  a 
program.  While  we  do  not  have  a  full-fledged  proposal  to  present,  we 
are  clear  that  any  grant  program  should  have  at  least  the  following 
provisions: 
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Eligible  activities  should  be  limited  to  providing  new  or 
rehabilitated  housing  to  be  occupied  by  very  low  income  familie 
who  are  (1)  living  in  seriously  substandard  housing;  (2)  paying 
more  than  half  their  income  for  shelter;  or  (3)  displaced  by 
public  or  private  actions.  This  dual  targeting  is  necessary  at 
least  until  these  critical  housing  needs  are  met  and  will  easily 
absorb  the  funds  that  might  foreseeably  be  provided  to  a  housing 
grant  program. 

Housing  grant  funds  should  not  be  used  for  administrative  costs. 

Adequate  civil  rights  and  citizen  participation  mechanisms  should 
be  included,  and  performance  monitoring  should  be  real. 

HUD  should  have  some  leeway  to  reward  good  performance  and 
penalize  poor  performance.  (The  mechanism  in  the  administration's 
proposed  rental  rehabilitation  grant  program  might  be  workable 
for  this.) 

There  are  also  some  things  which  a  housing  grant  program  should  NOT 
do.  We  oppose  inclusion  of  new  construction  as  an  eligible  activity  in 
the  community  development  block  grant  program  as  insufficiently 
targeted  and  likely  to  draw  funds  away  from  the  present,  neighborhood- 
based  use  of  CDBG  funds  for  rehabilitation.  We  would  oppose  any 
approach  which  would  make  housing  grants  fungible  with  CDBG.  Finally, 
we  oppose  initiating  a  housing  grant  program  in  rural  areas.  We 
believe,  instead,  that  it  should  begin  with  HUD  and  focus  on  urban 
areas,  with  a  balance-of-state  allocation,  based  on  need,  which  could 
be  used  to  provide  housing  assistance  in  rural  areas. 

MULTIFAMILY  HOUSING  PRODUCTION.  We  welcome  the  initiative  by  Senator 
Dodd  in  introducing  S.  2171.  The  Coalition  believes  it  is  appropriate 
to  give  greater  emphasis  to  assisting  rental  housing  production  than 
to  single  family  units.  However,  we  suggest  two  specific  changes:  (1) 
there  should  be  a  requirement  that  at  least  40%  of  the  units  in  each 
project  be  subsidized  for  lower  income  households  and  (2)  all  lower 
income  units  provided  should  remain  as  rental  units  for  30  years 
unless  sold,  under  limited  equity  arrangements,  to  their  occupants. 

THE  RURAL  HOUSING  PROGRAMS  OF  THE  FARMERS  HOME  ADMINISTRATION  SHOULD 
3E  CONTINUED  ANT)  MORE  EFFECTIVELY  DIRECTED  TO  SERVING  LOW  INCOME 
PEOPLE. 

The  Farmers  Home  Administration  has  the  only  housing  delivery  system 
available  in  many  remote  rural  areas.  It  is  also  the  only  housing 
agency  that  has  housing  staff  reasonably  well  distributed  throughout 
rural  Ajnerica,  with  experience  in  providing  housing  assistance  both  to 
home  owners  and  to  small,  4-8  unit  rental  projects. 

Fir.HA  programs  have  been  hampered,  however,  both  by  inadequate  scale 
and  by  inadequate  subsidies  to  enable  them  to  assist  very  low  income 
people.  We  believe  these  problems  should  be  addressed  directly, 
through  continued  targeting  and  planning  requirements,  and  through 
provision  of  funds  for  rural  rental  assistance  and  the  never-funded 
home  ownership  assistance  program  for  very  low  income  households. 
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AT  LEAST  $10  MILLION  SHOULD  BE  PROVIDED  FOR  A  PULL  RANGE  OP  HOUSING 
COUNSELING  SERVICES. 

We  find  the  effort  to  end  federal  support  for  housing  counseling 
services  is  short-sighted  and  counterproductive.  Default  counseling 
has  saved  more  money  than  it  has  cost. 

More  important  to  the  Coalition's  concern  with  low  income  housing  is 
the  role  of  housing  counseling  agencies  in  providing  assistance  to  low 
income  people  in  solving  their  immediater  critical  housing  problems. 
Particularly  if  we  are  to  shift  to  even  greater  reliance  on  the 
existing  stock  of  housing,  adequate  counseling  can  be  critical  to 
improving  the  sorry  record  of  the  Section  8  existing  program  in 
providing  shelter  to  large  families,  single  parent  families,  and 
minority  families. 
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THE  HOUSING  BUDGET  AND  LOW  INCOME  HOUSING  NEEDS 

A  compendiua  of  testiaony  by  Gushing  N.  Dolbeare,  President,  National  Low  Incone 
Housing  Coalition,  before  House  Subcommittee  on  Housing,  Coanittee  on  Banking, 
Finance  and  Urban  Affairs;  House  Budget  Coanittee;  and  Senate  Agriculture  Coanittee, 
March  1982. 

This  is,  by  almost  any  measure,  a  grim  time  for  housing.  New  housing  production  is 
at  its  lowest  levels  in  decades.  Traditional  forms  of  housing  finance  are 
stagnating,  or  worse.  Unemployment  of  construction  workers  is  approaching  20Z.  Given 
these  problems  and  the  outcry  about  them,  it  is  all  too  easy  to  forget  that  the 
housing  crisis  for  low  income  people  —  whose  problems  are  most  acute  —  is  steadily 
worsening . 

During  the  last  decade,  while  the  housing  conditions  of  most  Americans  improved 
narkedly  the  htJusLiig  ituation  of  low  income  people  was  deteriorating.  Low  income 
people  hsv«  not  really  shared  in  the  general  improvtbent  in  income    but  their 
housing  cost  hav«  TiB«(i  far  more  TApiilly  thMD  those  for  middle  and  upper  income 
people  Qiiplflcem^nt  i«  4  lujor  problem    even  rcnn  Bubaidized  housing. 
Boselesineia  ii  ibcreaiiag^  and  affecting  families  as  well  as  single  people. 
AlihDugh  the  rise  in  energy  costs  is  decelerating,  many  low  income  people  still 
cannct  attord   adequate  heat.  Unsubsidized  private  rental  housing  construction  has 
dried  Mp     aad  the  Admin  it trat ion  is  in  the  process  of  attempting  to  retrieve 
subsidized  units  already  in  the  pipeline. 

This  testiaony  will  cover  (1)  the  present  housing  situation  of  low  incosie  people, 
drawing  on  recently  published  Annual  Housing  Survey  data  for  1979  and  1980;   (2) 
some  of  the  major  accomplistunent b  ot   federally  subsidized  housing  programs;  (3)  the 
cost  of  federal  housing  sasistsnce  both  directly  and  through  the  tax  code;  (4)  the 
Admi nisi rat ion  ■  housing  proposali  and  tbuir  impact;  (3)  the  substantial  rent 
increases  for  very  poor  people  if  food  stamps  are  counted  as  income;  (6)  the 
proposals  contained  in  H,fi,  3731,  the  "Gonzalez  bill";  and  (7)  some  recoamendat ions 
for  dealing  more  adequately  with  the  housing  needs  of  low  income  people. 

THE  HOUSING  SITUATION  OF  LOW  INCOME  PEOPLE 

The  housing  problems  faced  by  low  income  people  are  multiple  and  varied. 

Historically,  a  major  focus  of  housing  concern  has  been  on  housing  and  neighborhood 
quality.  Indeed,  as  recently  as  1940,  43Z  of  all  occupied  units  in  the  United  States 
were  either  dilapidated  or  lacked  basic  plumbing  facilities.  That  figure  has  now 
fallen  to  well  below  lOZ,  with  those  units  almost  exclusively  occupied  by  poor 
people. 

As  the  incidence  of  substandard  housing  has  declined,  another  major  housing  problem 
has  arisen  for  low  income  people:  affordability.  Housing  costs  include  not  oaly  the 
mortgage  or  rent,  but  also  utilities,  taxes,  insurance,  and  maintenance  (although 
soaie  or  all  of  the  latter  costs  are  typically  included  in  rents).  These  cperatiag 
costs,  particularly  utilities,  have  skyrocketed  in  recent  years.  All  of  us  have 
felt  the  pinch  of  rising  energy  costs,  but  the  impact  has  been  worst  for  poor 
people. 

1 


Digitized  by  VjOOQIC 


264 


The  fiuil  major  housing  problem  faced  by  low  income  people  to  a  far  greater  degree 
than  others  is  availability.  Availability  nay  be  a  problem  either  because  the  supply 
is  inadequate  or  because  of  discrimination  on  the  basis  of  race,  income  source, 
family  composition  or  for  other  reasons. 

People  with  special  housing  needs,  such  as  handicapped  or  frail  elderly  people, 
large  renter  households,  and  migrant  farmworkers,  face  special  problems  of 
availability. 

So  do  blacks  and  other  minorities,  families  with  children  —  especially  if 
there  is  only  a  single  parent,  and  households  with  irregular  or  very  lev 
incomes. 

Since  1949,  when  Congress  adopted  the  national  goal  of  "a  decent  home  and  a  suitable 
living  environment  for  every  American  family"  there  has  been  bipartisan  support  for 
efforts  to  deal  with  the  acute  housing  problems  of  low  income  people.  Heanwhile, 
several  decades  of  economic  prosperity  have  created  very  high  housing  standards  and 
expectations  for  most  Americans. 

Between  1970  and  1979,  according  to  Annual  Housing  Survey  data,  the  number  of 
occupied  housing  units  increased  by  almost  one  quarter  (24.9Z).  Almost  two  thirds 
(65*AX)  of  all  households  owned  or  were  buying  their  own  homes.  The  number  of  units 
lacking  plumbing  facilities,  a  traditional  ueaeure  of   housing  quality^  dropped  by 
461  While  average  household  size  fell  sharply  (from  3.0  to  2.6  persona  for 
owner-occupied  units  and  from  2.3  to  2.0  persons  for  rent«i: -occupied  units),  bouaiag 
units  increased  slightly  in  size.  The  number  of  units  with  three  or  more  bedrooma 
increased  by  one  third.  There  were  sharp  increases  in  the  number  of  elderly 
households,  single-parent  households  (both  male  and  female  heads),  and  single-person 
households. 

Unfortunately,  the  cost  of  housing  has  increased  far  more  rapidly  than  hoosehold 
incomes.  Between  1970  and  1980: 

Median  income  for  owners  rose  104Z  (from  $9700  to  $19,800),  while  median  waloe 
tripled  (from  $17,100  to  $51,300). 

Median  renter  income  rose  66Z  (from  $6,400  to  $10,600),  while  median  rents 
increased  by  123Z  (from  $108  to  $241). 

The  income  gap  between  owners  and  renters  continued  to  grow.  In  1970,  median  renter 
income  was  65Z  of  median  owner  income;  by  1979,  it  had  dropped  to  55Z.  As  Table  1 
ahows,  there  were  more  renters  than  owners  at  the  very  lowest  income  levels  (below 
$7,000),  while  ovner  outnmbeTed  renters  by  more  than  10:1  in  the  top  income 
brackets  (above  $30,000). 

The  very  rapid  recent  rise  in  housing  costs,  particularly  for  low  income  renters,  is 
shown  in  Table  3A.  While  median  rents  for  all  renters  rose  by  21Z  in  the  three  years 
from  1978  through  1980,  median  rents  for  very,  very  low  income  renters  (below 
$3,000)  rose  by  38Z.  Moreover,  at  all  income  levels,  the  proportion  of  income  spent 
for  shelter  was  rising,  although  the  median  was  25Z  or  more  only  for  households  with 
incomes  below  $15,000. 

Vhile  housing  costs  rose  generally,  both  the  amount  and  the  impact  of  the  increase 
was  greatest  for  low  income  households.  For  example,  while  the  number  of  renter 


Digitized  by  VjOOQIC 


257 

hoas  ing : 

Alaost  three-fifths  of  the  households  sre  white. 

Over  one-third  are  elderly. 

About  two-fifths  worked  at  least  part  of  the  time. 

Half  bad  household  incomes  below  $5000.  One  eighth  had  household  incomes  below 
$2500. 

Alaost  half  had  incomes  below  the  poverty  level  and  over  three-fifths  had  incomes 
below  125Z  of  the  poverty  level. 

While  only  15Z  of  assisted  households  consisted  of  five  or  more  persons,  they  were 
among  the  poorest.  Two  thirds  of  the  five  and  six  person  households  and  three 
quarters  of  the  households  with  seven  or  more  persons  had  incomes  below  the  poverty 
level. 

THE  COST  OF  FEDERAL  LOW  INCOME  HODSIMG  PROGBANS 

While  there  is  a  great  variety  of  federal  housing  programs,  there  are  several 
patterns  to  the  way  they  are  aubfiidixed.  It  is  useful  to  analyze  housing  subsidies 
in  terms  of  three  principsl  coqponenc«  of  housing  costs:  (1)  the  capital  cost  of  the 
structure  or  unit  C including  aitB  AcquikitioD^  site  preparation,  and  the  cost  of 
designing  and  buil<ling  the  bouBiug    2  firuDcing,  since  subsidized  housing  is 
financed  exclusively  thtougb  lodg^-ttrm  Loans;  and  (3)  operating  costs,  including 
management,  utilities,  maintenance,  and  taxes. 

Briefly,  all  of  the  HUD  and  FmHA  lower  income  housing  programs  provide  financing 
subsidies.  This  is  done  through  tax-exempt  bonds  (public  housing  and  some  Section 
8),  through  payment  of  part  of  the  interest  (Section  235  home  ownership.  Section  236 
rental  housing,  and  the  "new"  Section  202  housing  for  elderly  and  handicapped);  or 
through  direct  loans  (FarmetB  Home  and  the  "old"  202  program).   [For  reasons  too 
complex  to  ditcufld  here  FmKA  loans  are  sooietimes  referred  to  as  "insured",  but  the 
money  is  borrowed  from  and  repaid  to  FmHA.] 

It  has  never  been  possible  to  provide  affordable  housing  for  very  low  income  people 
(incomes  below  the  poverty  leve  or  50Z  of  siedian)  with  financing  subsidies  alone. 
Hence,  programs  which  receive  oaly  financial  Bubsidipv  either  do  not  serve  low 
income  people  or,  if  they  attenpt  to  tun  iato  B^riouA  financial  problems.  (This  has 
been  notably  true  of  the  236  rental  housing  program.) 

The  primary  capital  subsidy  programs  are  public  housing  and  Section  8.  Under  the 
public  housing  prograv,  t:h«  federal  government  signs  an  "annual  contributions 
contract"  {ACC  and  &gffe^   to  p<iy  the  principal  and  interest  to  retire  the  bonds 
financing  the  projects.  Under  the  Section  8  new  construction  and  pubstap  ial 
rehabilitation  programs,  the  fair  market  nnlB   on  vtiich  the  Bubvidy  is  based  reflect 
the  cost  of  paying  off  the  fiitanclng  bx   the  project.  The  coct  differential  between 
Section  8  new  construction  tad  Section  8  existing  can  be  regarded  as  a  capital 
subsidy.  The  Farmers  Home  Admin id t rat iod  has  two  very  small  programs  which  pay 
partial  capital  subsidies:  the  very  low  income  repair  grant  program  and  the  farm 
labor  housing  grant  program. 

The  rent  supplement  program  —  now  being  phased  out  —  is  similar  to  Section  8  in 
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These  households  are  the  poorest  of  the  poor,  but  in  1980  they  were  less  than  oae 
third  of  ell  households  with  incomes  below  the  poverty  level.  There  vere  also 
another  3.3  million  renter  households  with  incomes  above  $3,000,  but  still  belov  the 
poverty  level,  and  4.9  million  owner-occupants  below  the  poverty  level. 

In  other  words,  when  we  speak  of  low  income  housing  needs,  ve  are  talking  about 
millions  of  people:  29  million  in  all,  including  more  than  11  million  children  (4 
million  of  them  under  six)  and  4  million  elderly  people. 

SOME  ACCOMPLISHMENTS  OF  LOW  INCOME  HOUSING  PROGRAMS 

1982  marks  the  43th  anniversary  of  the  adoption  of  the  U.S.  Housing  Act  of  1937, 
which  established  the  public  housing  program.  In  the  ensuing  decades  out  subsidised 
housing  inventory  has  risen  to  about  4.3  million  units:  3.4  nillurn  chrougb  prograaa 
of  the  Department  of  Housing  and  Urban  Development  (HUD)  and  th«  T«ac  Id  rural  areas 
through  the  Fanners  Home  Administration  (FmHA)  of  the  Df^pArtincnt  of  Agriculture. 
This  is  about  double  the  number  of  units  built  by  the  private  sector  in  a  single 
good  year. 

In  contrast,  as  President  Reagan's  Commission  on  Housing  has  pointed  out,  there  are 
approximately  20  million  households  with  incomes  below  30Z  of  median  and  more  than 
30  million  households  with  incomes  below  80Z  of  median. 

Small  wonder,  then,  than  fewer  than  one  quarter  of  all  households  with  incomes  belov 
the  poverty  level  are  living  in  federally  assisted  housing. 

Most  subsidized  housing  assistance  has  been  given  to  renters,  particularly  through 
HUD  programs.  The  Farmers  Home  Administration  has  placed  more  emphasis  on  home 
ownership  programs.  Table  4  gives  current  estimates  on  the  number  of  occupied 
subsidized  units.  The  table  includes  occupied  units  provided  under  all  programs  of 
HUD  and  FmHA. 

Yet,  despite  their  inadequate  scale,  our  low  income  housing  efforts  have  made  a 
critical  difference  to  millions  of  low  incoue  households.  While  only  IIZ  of  all 
rental  units  are  subsidized,  almost  three   ift^e  <37Z)  of  the  units  renting  for  less 
than  $100  monthly  are  subsidized,  as  are  one  fifth  (22Z)  of  the  units  lenting  for 
$100-149.  Perhaps  toore  important,  as  Table  3  shovs  subsidised  housing  provide* 
shelter  for  almost  one  quarter  of  all  very  poor  renter  hQuaebolds  (incomes  belov  the 
poverty  level).  Almost  one  third  (32. 7Z)  of  all  very  poor  elderly  renters  live  in 
assisted  housing,  as  dQ  compHirable  pirDpartions  of  very  poor  black  renters  (33. IZ) 
and  female-headed  renter  households  <3  II)  Very  poor  Hispanic  houflebcllds  and  vhite 
households  are  less  well  served:  17 .7Z  of  very  poor  Uispanic  renters  and  20. OZ  of 
very  poor  wh  tc  renteirs  are  in  subsidized  housing.  Finally,  it  vhould  be  noted  that 
public  houiing  atrvea  poet  renters  living  in  cities  better  than  those  elsewhere: 
29. 4Z  ai   very  poor  renters  in  central  cities  live  in  subsidised  housing,  compared 
with  19. 4Z  outside  of  metropolitan  areas. 

Perhaps  the  most  reliable,  relatively  recent  data  on  characteristics  of  households 
living  in  federally  assisted  bousing  appears  in  a  recent  Census  Bureau  report  on 
"Characteristics  of  Households  and  Persons  Receiving  Noncash  Benefits,**  containing 
data  from  the  March  1980  Current  Population  Survey.  The  data,  which  include  rental 
housing  assisted  under  all  programs,  are  suaonarized  in  Table  7. 

The  information  belies  some  widely  held  assumptions  about  federally  subsidised 
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housing: 

Alaost  three-fifths  of  the  households  are  white. 

Over  one-third  are  elderly. 

About  tvo-fifths  worked  at  least  part  of  the  time. 

Half  had  household  incomes  below  $5000.  One  eighth  had  household  incomes  below 
$2500. 

Almost  half  had  incomes  below  the  poverty  level  and  over  three-fifths  had  incomes 
below  125Z  of  the  poverty  level. 

While  only  15Z  of  assisted  households  consisted  of  five  or  more  persons,  they  were 
among  the  poorest.  Two  thirds  of  the  five  and  six  person  households  and  three 
quarters  of  the  households  with  seven  or  more  persons  had  incomes  below  the  poverty 
level. 

THE  COST  OF  FEDERAL  LOW  INCOME  HOUSING  PROGBANS 

While  there  is  a  great  variety  of  federal  housing  programs,  there  are  several 
patterns  to  the  wjiy  thay  arc;  ^nhtidiz^d     It  is  useful  to  analyze  housing  subsidies 
in  terms  of  three  principft  component c  of  housing  costs:  (1)  the  capital  cost  of  the 
structure  or  unit  {iDcludinK  site  scquiiition,  site  preparation,  and  the  cost  of 
designing  and  building  the  housing    2  financing,  since  subsidised  housing  is 
financed  exclusively  throuah  long^tem  loans;  and  (3)  operating  costs,  including 
management,  utilities,  maintenance,  and  taxes. 

Briefly,  all  of  the  HDD  and  FmHA  lower  income  housing  programs  provide  financing 
subsidies.  This  is  done  through  tAi-cxenpt  bonds  (public  housing  and  sense  Section 
8),  through  payment  cf  part  pf  the  iDl«T«st  (Section  235  home  ovtierahip,  Section  236 
rental  housing,  and  the  "new"  Section  202  housing  for  elderly  and  handicapped);  or 
through  direct  loans  (Farmers  Uoih  and  the  "old"  202  program).  [Fot   reasona  too 
complex  to  ditcuHi  here  FWU  loans  are  vonetimes  referred  to  as  "insured",  but  the 
money  is  borrowed  from  and  repaid  to  FmHA.] 

It  has  never  been  possible  to  provide  affordable  housing  for  very  low  income  people 
(incomes  below  the  poverty  level  or  ^01   of  median)  with  financing  subsidies  alone. 
Hence,  programs  which  receive  only  financing  subsidies  either  do  not  serve  low 
income  people  or,  if  they  attempt  to,  run  into  serious  financial  problems.  (This  has 
been  notably  true  of  the  236  rental  housing  program.) 

The  primary  capital  subsidy  programs  are  public  housing  and  Section  8.  Under  the 
public  boosiQE  pFograA>  the  federal  government  signs  an  "annual  contributions 
contract"  (ACC  and  agree ■  to  pay  the  principal  and  interest  to  retire  the  bonds 
financing  the  pro  ect   Under  the  Section  8  new  construction  mnd  iubataDtial 
rehabilitation  programs,  the  fair  market  rents  on  which  the  tubcidy  is  based  reflect 
the  cost  of  paying  off  the  fiuincin^  tor  the  project.  The  cost  difftreDtial  between 
Section  8  new  construction  and  Section  a  existing  can  be  regarded  aa  a  capital 
subsidy.  The  Farmers  Home  Adniniatrat xon  has  two  very  small  pro^rans  which  pay 
partial  capital  subsidies:  the  very  low  income  repair  grant  program  and  the  farm 
labor  housing  grant  program. 

The  rent  supplement  program  —  now  being  phased  out  —  is  similar  to  Section  8  in 
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that  part  of  the  subsidy  offsets  the  cost  of  retiring  the  loans  to  finance  the 
project. 

For  .two  decades,  operating  costs  alone  have  been  nore  than  aost  very  low  income 
people  can  afford  at  a  reasonable  percentage  of  their  incone.  Moreover,  operating 
costs  have  been  rising  far  more  rapidly  than  incomes.  This  has  forced  the  provision 
of  operating  subsidies  for  programs  serving  poor  people. 

In  public  housing,  operating  subsidies  are  provided  in  a  separate,  line- item 
appropriation  calculated  according  to  a  formula  which  few  claim  to  understand. 

The  designers  of  the  Section  8  program  recognized  the  need  to  subsidise 
operating  costs,  but  relied  on  market  discipline  to  limit  them.  Thus,  Section  8 
contracts  are  limited  by  "fair  market  rents"  for  comparable  unsubsidised 
housing.  [One  major  problem  with  this  concept  is  that  "comparables**  have  been 
hard  to  find  as  unassisted  rental  housing  construction  has  dried  up.]  Annual 
adjustments  are  made  to  reflect  rising  costs  in  the  market  area. 

Other  programs  which  provide  funds  to  cover  operating  costs  are  the  FmHA  rural 
rental  assistaucti  prograsr  and  HUD's  rent  supplement  program.  Rural  rental 
assistance  !«  tiped  tQgether  vith  the  513  IZ-interest-rate  program;  rent 
supplements  havt  been  videly  used  with  the  similar  HUD  236  program.  Section  8 
subsidies  have  also  been  linked  with  236  and  315  projects  to  make  them  viable 
for  very  low  income  people. 

Mot  only  is  housing  subsidized  in  a  variety  of  ways,  but  it  is  difficult,  in  looking 
at  the  budget,  to  get  a  true  picture  of  subsidised  housing  costs.  The  three  major 
elements  of  "the  low  income  housing  budget"  are  (1)  outlays  for  housing  payments; 
(2)  budget  authority  for  additional  housing  assistance;  and  (3)  authorization  of 
credit  for  subsidized  loans  (as  well  as  unsubsidized  and  insured  loans). 

The  level  of  housing  payments  is  largely  uncontroUable:  it  is  the  cumulative 
cost  of  al  of  the  contracta  for  housing  ai«ittancfi  ever  signed  under  all  of 
the  VATiDu^  flubeidy  pTogravE  which  provide  long-tem  aB«i«cancfi.  Basically, 
these  payments  cover  capital  and  fiuaacitig  caati   alon^  vith  some  operating 
assistance.  In  addition,  annually  appropriated  operating  subsidies  for  public 
housing  and  some  lesser  operating  subsidies  are  reflected  in  these  housing 
payments.  They  can  be  reduced  only  by  jeopardizing  the  viability  of  housing 
projects  or  by  raising  rents  to  unaffordable  levels. 

Budget  authority  for  incremental  assistance  easily  misunderstood.  Because 
assistance  is  provided  under  Iflng-terB  cQntrActa  <  5-30  years),  budget 
authority  is  the  maximun  annual  assistance  Btultiplied  by  the  term  of  the 
contract  This  is  equivalent,  for  an  individual   of  purchasing  a  house  vith  a 
20-y«ar  iBOrt£aE;e  and  estimating  its  cost  by  including  all  the  principal, 
int«r£st  Laxcs  maintenance,  utilities  and  other  eTpen«es  for  the  20-year 
period.  Few  houses  would  cost  less  than  ^5^0,000  if  calculated  that  way  I  The 
current  "overhang"  of  budget  authority  represents  the  cost  of  coamitments  under 
already  signed  contracts. 

Finally,  there  is  the  credit  authorization,  primarily  for  FmHA  loans.  There  is 
a  separate  appropriation  each  year  to  reimburse  the  Rural  Housing  Insurance 
Fund   for  the  cost  of  subsidizing  FmHA  interest  rates  and  the  small  losses 
incurred  under  FmHA  programs. 
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This  rcvlev  of  housing  subsidy  spprosches  is  essentisl  to  understsnding  both  the 
coaplexity  of  housing  sssistsnce  progrsas  snd  the  manifold  HUD  snd  FmHA  progrsns 
which  have  been  adopted  and  refined  over  the  years  in  an  effort  to  find  satisfactory 
approaches  to  the  dileana  of  how  best  to  provide  adequate  housing  assistance  while 
avoiding  either  waste  or  windfalls. 

There  hat  been  much  rhetoric,  particularly  in  these  times  of  concern  about  the 
federal  deficit,  with  the  cost  of  low  income  housing  programs.  There  is  a  threefold 
problEU  liBte  (1)  to  provide  adequate  levels  of  assistance;  (2)  to  identify  what  low 
incoae  housing  really  costs;  and  (3)  to  avoid  waste  and  unnecessary  costs. 

There  would  be  no  need  for  low  income  housing  programs  if  providing  shelter  did  not 
cost  more  tban  low  incoae  people  can  pay.  This  truism  is  worth  under ecoritig. 
Ignoring  it  leads  ta  efforts  to  aav«  money  by  either  serving  a  higher  income  group  - 
-  bypassing  the  poores  households  —  or  in  cutting  back  on  assistance  levels  so 
chat  projects  becone  unviable.  Our  present  inventory  of  assisted  housing  is  a 
valuable  national  resource  which  would  cost  many  times  as  much  to  replace  as  it 
would  to  maintain  it  adequately. 

Instead  of  focussing  on  the  high  cost  of  budget  authority  for  low  income  housing  — 
a  freak  of  the  budget  process  which  seriously  jeopardizes  our  capacity  to  expand 
housing  assistance  —  let  us  consider  how  little,  after  45  years,  we  are  spending 
for  this  major  human  need. 

o    Outlays  for  low  income  housing  assistance  have  never, in  any  year,  been  even  IZ 
of  total  federal  outlays. 

o    The  cost  of  housinfi-reUtieci  tax   expenditures  to  the  Treasury  in  1981  alone 

exceeded  THE  CUHUtATIVE  OUTLAYS  for  low  income  housing  assistance  under  all  of 
the  prcgramd  of  HUD  and  its  predecessor  agencies  from  the  adoption  of  the  U.S. 
Public  Housing  Act  of  1937  through  1981. 

o    Cospared  to   the  anticipated  cost  of  housing-related  tax  expenditures,  primarily 
borne  owner  deduc  ions,  the  $230  billion  in  budget  authority  committed  to 
Loog-cern  contracts  for  federal  housing  assistance  is  almost  trivial.  Unless 
constrained,  and  neither  Congress  nor  the  Administration  appears  inclined  to 
address  this  issue,  foregone  revenues  for  the  rest  of  this  century  will  be  many 
trillions  of  dollars. 

There  arc  ways  of  reducing  the  cost  of  housing  assistance  for  low  income  people. 
One  of  the  mo  At  effective  Approaches  would  be  to  focus  the  provision  of  housing 
assistance  to  individuAl  houA«hclds,  on  the  one  hand,  and  to  public,  nonprofit,  and 
limited  equity  housiog  ovnere  oa   the  other. 

THE  ADiaMISTSATIOM'S  HOUSING  PROPOSALS 

Last  year,  low  income  housing  received  the  largest  cut  in  budget  authority  of  any 
federal  program.  This  year,  again,  low  income  housing  bears  the  brunt  of  the  $56 
billion  in  budge  cuts  prc^posed  by  President  Reagan.  Measured  in  "budget 
authority"  or  apvadiog  cQnniiiaence,  the  1983  budget  provides  $32  billion  less  than 
"current  iftvic^a       ar  the  Amount  needed  to  maintain  federal  programs  at  their 
present  levels   Uovever  since  there  is  a  $30  billion  increase  above  current 
services  in  budget  Atithority  for  national  defense,  the  total  cut  in  all  other 
programs  is  $62  billion. 
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$23  billion,  or  37Z,  of  this  cut  coses  froa  low  incomt   housing  prograas.  This  is  by 
far  the  largest  cut  proposed  for  any  activity  of  the  fe^lcral  goveraacnt.  In  fact, 
it  is  alaost  $5  billion  more  than  the  coabined  total  of  all  tbe  other  cuts  in 
education,  training,  eaployaent,  social  services,  health  inclbding  Kedicflre  and 
Medicaid),  food  staaps,  welfare,  and  other  incoae  security  safety  net  prograaa. 
Indeed,  the  1983  increase  in  the  military  budget  could  be  funded  out  of  the  1982  and 
1983  low  incoae  housing  cuts  alone. 

In  short,  the  Reagan  Adainistration  would  reverse  the  slow  progress  we  have  been 
Baking  in  expanding  low  incoae  housing  prograaa  and,  instead,  curtail  the  present 
level  of  assistance,  particularly  for  new  or  rehabilitated  assisted  housing  units. 
It  would  get  rid  of  aany  existing  subsidized  units.  And  it  would  raise  rents  to  the 
point  where  federally  subsidized  low  incoae  housing  aay  cost  aore  than  unsubsidised 
hous  ing . 

If  adopted  by  the  Congress,  the  iapact  of  the  budget  and  legislative  proposals  would 
be  disastrous  for  low  incoae  people. 

o    Hundreds  of  thousands  of  low  income  units  already  approved  for  subsidy  will 
never  be  built  or  rehabilitated,  because  the  subsidy  coaaitsMnts  will  be 
withdrawn. 

Tht  AdmifiistrAtion  proposes  cancellation  of  hundreds  of  thousands  of 
cotdfii tenants  for  new  or  rehabilitated  housing  units,  alrcAd^  spproveil  under  the 
Section  8  and  public  housing  prograsw.   A  net  total  300,000  ot    tb«  700,000 
units  now  "in  the  pipe  ipe"  wouU  be  lost  forever.  This  loss  coaes  at  a  tiae 
when  the  stock  of  AffordAbl?  rpiital  housing  units  is  shrinking  rapidly  and 
alaost  one  fifth  of  all  construction  workers  are  uneaployed. 

o    Rents  for  the  3  ail lion  faailies  living  in  lower  incoae  housing  would  be 
sharply  increased.  The  Admin iit rs t  icsa  will  ptopoit  legislation  to  require 
tenants  to  pay  their  entire  utility  bilLi  and  hd  count  food  staaps  as  incoae. 
[Note:  The  adainistrat ion's  legislative  proposal   trsastticted  to  Congress 
after  this  tesciflkony  wai  delivered,  did  not  include  ^itshlishncTit  of  ainiaua 
rent*.  However  be  underetsad  thA  regulations  co  eliKUL«tc  "o^gative  reots 

piynent   to  Knsnts  who  pay  their  own  utilities  and  vhoift  utility  allowances 
are  higher  tbsn  tbair  "tenant  coatribut ion'^  or  rent)  This  would  have  the 
trsul   o   lukiDg  utility  b   la  the  ninimun  rent  for  theie  housebolds.  HDD  is 
also  preparing  regulations  to  eliminatf  medical  and  other  deductions  froa 
income.]  This  could  double  or  treble  rents  for  aany  households.  Moreover, 
present  deductions  from  income  would  be  ended.  Rent  increases  would  be  phased 
in  over  five  years  (the  present  lOZ  cap  on  rent  increases  would  be  raised  to 
20Z). 

These  proposals  hit  hardest  on  very  low  income  people,  who  receive  the  aaxiaua 
food  stamp  allotments.  Their  rents  would  go  up  by  $40  or  more.  People  in 
states  with  low  welfare  grants  would  be  worst  off.   (See  below,  and  tables,  for 
the  impact  of  this  proposal.) 

The  proposal  that  tenants  pay  the  full  cost  of  their  utilities  [where  they 
exceed  regular  rent  due]  is  even  worse,  particularly  in  cold  cliaates  or  older, 
poorly  insulated  projects,  where  utility  bills  average  well  over  $100  per 
month.  The  National  Low  Income  Housing  Coalition,  and  others,  have  long 
contended  that  subsidized  housing  residents  in  fact  often  pay  far  more  than  2SZ 
of  their  incomes  for  rent,  because  of  the  inadequacy  of  utility  allowances. 
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Nov  the  Bureau  of  the  Census  confirms  this  view.  As  Table  5  shows,  16Z  of 
households  living  in  subsidized  housing  paid  more  than  30Z  of  their  incomes  for 
shelter,  and  one  quarter  paid  more  than  one-third  of  their  incomes. 

Vc  urge  Congress  to  review  these  facts  and  actual  rent-income  ratios  and  to 
restore  the  original  intent  of  the  Brooke  amendment,  which  was  to  limit  housing 
expenditures,  including  utilities,  to  25Z  of  income. 

Federal  rent  subsidies  would  be  reduced  by  15-20Z  in  the  Section  8  existing 
program  and  tenants  would  have  to  pay  the  extra  costs  out  of  their  own  pockets, 
along  with  the   increased  rents.   It  would  be  even  harder  for  large  households 
to  find  ()uarccrs 

This  would  be  done  under  the  "modified  Section  8  existing  program"  by  giving 
certificates  that  cover  the  difference  between  30Z  of  tenant  income  and  a 
reduced  fair  market  rent  (about  13-20Z  below  present  levels  because  of  changes 
in  how  it  would  be  calculated).  Tenants  would  then  negotiate  their  own  rents, 
paying  less  if  they  could  find  a  place  for  less;  paying  the  extra  if  they 
couldn't. 

As  proposed  by  the  Administration,  this  constitutes  a  hidden  rent  increase  for 
tenants  being  switched  to  the  new  program.  I  have  queried  a  broad  range  of 
Section  8  housing  administrators  —  attending  two  training  conferences  —  on 
whether  their  clients  could  find  housing  in  their  communities  at  80Z  of  current 
fair  market  rents.  Mot  one  thought  it  would  be  possible. 

Moreover,  there  is  clear  evidence,  both  from  the  Experimental  Housing  Allowance 
TTQ&ras  aad  the  Section  8  existing  program,  that  vouchers  can  meet  only  a  part 
of  the   low  income  h(3uffing  needs.  They  serve  htjusf holds  e stent ially,  whose 
primary  problem  is  af fordability.  But  they  do  not  provide  flhclter  for 
households  the  private  market  is  unwilling  or  unable  to  erve:  large  families, 
fiinglc^arcot  fanilie  ,  minority  families.  Even  at  prtetnt  fair  market  rents, 
half  of  a   houfieholda  receiving  Section  8  certificates  are  unable  to  find 
unit  within  their  a  loted  time  period  of  sixty  days.  The  proportion  is  far 
bi^taer  for  aitidritieB,  female-headed  households,  and  households  now  living  in 
substandard  housing. 

There  is  no  provision  in  this  new  voucher  program  to  provide  annual  adjustments 
for  rent  increases.  Expiring  Section  8  existing  contracts  are  to  be  converted 
to  the  new  program. 

Some  public  housing  projects  would  have  to  close.  Services  and  maintenance 
would  have  to  be  curtailed  in  those  remaining  open.  Several  thousand  low 
income  families  living  in  public  housing  would  be  displaced  because  their  homes 
would  be  demolished   The  level  of  operating  subsidies  for  public  housing  is 
simply  inadequate  to  maintain  it:  about  two  thirds  of  estimated  need. 

Homeowners  facing  default  would  no  longer  receive  housing  counseling  to  assist 
them  in  retaining  their  homes.  The  housing  counseling  program  would  be  ended. 

130,000  families  living  in  rent  supplement  projects  would  have  no  assurance, 
beyond  five  years,  that  they  would  receive  housing  assistance.  Present  rent 
supplement  contracts  would  be  ended,  and  tenants  given  vouchers  instead. 

The  rural  housing  programs  of  the  Farmers  Home  Administration  would  be  cut  to 
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one-third  of  their  present  level.  They  are  to  be  virtually  tcrainatcd  in  1984. 

These  proposals  are  made  at  a  time  of  housing  crisis.   New  production  is  at  its 
lowest  level  in  two  generations.  Rents  in  the  private  market  are  beyond  the  reach 
of  the  millions  of  low  income  households  these  programs  were  intended  to  help. 

In  short,  the  budget  proposals  offer  no  hope  to  low  income  people:  either  to  those 
now  living  in  low  income  housing  or  to  the  hundreds  of  thousands  acre  on  the  waiting 
lists.  They  must  be  rejected. 

THE  IMPACT  OF  COUNTING  FOOD  STAMPS  AS  INCOME 

In  1979,  an  estimated  922,850  households  living  in  housing  subsidized  through  the 
HUD  Section  8  and  public  hou^ijag  pro^^Tainfi  received  food  stamps.  This  is  about  half 
of  the  total  number  of  houephDlda   iving  in  these  subsidized  units.  About  one  third 
of  the  food  stamp  recipients  in  subsidized  housing  were  elderly;  just  over  half  were 
nonelderly  families  headed  by  a  woman. 

Food  stamp  recipients  are  among  the  poorest  low  income  housing  residents.  In  1979, 
5)X  hdd  iaconee  below  $3000  and  another  30Z  had  incomes  between  $3000  and  $5000. 
XoTPOvcrr  S3a  of  the  households  living  in  public  housing  or  Sectit^n  G  vith  incomes 
below  $3000  received  food  stamps,  as  did  37 .62  of  residents  with  incooeB  between 
$3000  and  $5000.  The  pruportioEi  of  resideDts  with  incomes  between  $5000  mud  $10000 
vhu   ivi^viw^   iood   Etampi  drapp«d  to   23. 7Z,  while  less  than  O.IZ  of  r«tid«atb  with 
income  above  $10,000  also  received  food  stamps.  (Source:  Derived  from  infonitioo 
on  characterittics  of  food  tamp  bouaehcilds  in  assisted  housing  contained  in  "The 
Impact  of    IncludLDg  Housing  Assistance  as  Income  in  Determining  Food  £t»p 
Eligib   icy  And  benefits:  Report  to  the  Congress,*'  Food  and  Kutrition  ServUeSr 
USDA;  it]  format  ion  on  incomes  of  public  housing  and  Section  8  tenant  in  197^  HUD 
Statistical  Yearbook;  and  information  on  occupied  units  in  1981  HUD  Budget  Suanary.) 

These  facts  are  doubly  significant  because  the  impact  of  counting  food  stamps  as 
income  falls  most  heavily  on  people  with  the  very  lowest  incomes.  As  Table  4  shows, 
both  the  absolute  and  relative  increases  are  greatest  for  tenants  with  the  very 
lowest  incomes.  Rents  for  elderly  households  with  incomes  below  lOZ  of  median  would 
increase  by  42Z,  and  households  in  this  income  bracket  would  have  only  $70  monthly 
for  all  nonhousing  expenses. 

The  impiict:  on  larger  households  in  the  bottom  income  bracket  is  even  more  startling: 
rents  for  houteholds  of  three  to  six  persons  roughly  triple,  once  the  increases  were 
fully  phased  in,  and  these  households  would  have  about  $50  left  each  month  for  all 
of  their  nonhousing  needs. 

Both  the  absolute  and  relative  rent  increase  for  households  living  in  assisted 
housing  with  incomes  between  11-20Z  of  median  or  21-30Z  of  median  are  lover,  but  the 
increases  would  still  be  substantial  for  households  in  the  11-20Z  of  median  bracket. 

Still  another  perspective  on  the  impact  of  the  chajige  is  provided  by  a 
state-by-state  analysis,  shown  in  Table  5,  of  how  rents  would  change  for  a  mother  on 
welfare,  who  did  not  work,  with  two  children.  In  no  state  is  the  increase  in  rent 
less  than  20Z;  in  many  states,  rents  would  double,  and  in  Mississippi  they  would 
almost  quadruple.  The  biggest  absolute  and  relative  increases  come  in  the  states 
with  the  lowest  welfare  grants  and  would  exacerbate  the  already  great  disparities  in 
income . 
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Finally,  vc  should  note  that  aany  assisted  housing  tenants  already  are  paying  far 
■ore  for  rent  than  the  theoretical  program  aodels  assuae.  Although  rents,   including 
utilities,   are  supposedly  limited  to  23Z  of    income,   fully  one  quarter  of  the 
residents  of  assisted  housing  are  paying  more  than  one  third  of  their  incomes,  when 
full  utility  costs  are  included.   13Z  are  paying  60Z  or  more  of  their  incomes  — 
compared  to  16Z  of  all  unsubsidized  tenants.   If  th«  Adnin  is  [ration's  proposal  to  set 
minimum  reats  to  cover  utility  costs   is  adopted,    ibe  pioportion  of   low  income 
housing  residents  with  very  high  cost  burdens  will  rise  sharply. 

These  proposals  undermine  the  very  purpose  of  federal  housing  assistance  programs: 
to  provide   low  income  people  with  decent  housing  at  affordable  rents.  Their   impact, 
instead,  will  be  to  make  unsubsidized  housing  unaffordable  for  people  who  need  it 
most.  The  result  will  be  that  they  will  be  forced  to  leave,  and  most  of  them  will 
have  no  place  to  go. 

COMMEirrS  OH  H.R.    5731   —  THE  "GONZALEZ  BILL" 

The   National  Low  Income  HauaiiLg  Coalition  welcomes  the  effort  to  design  a 
counterproposal  which  will  effectively  addrest  our  current  housing  situation.  Ve 
hope  that   this  will  be  a  bipartisan  and  ultimately  successful  effort. 

Vhile  we  generally  endorse  the  direction  of  the  Gonzalez  bill,  we  recommend  a  number 
of   changes: 

o         Considering  the  enormous  needs  of   low  income  people,   the  level  of   low 
income  housing  assistance  should  be  increased. 

o  Funds  should  be  provided  for  Section  8  new  construction  and 

rehabilitation,  at   least  sufficient   to  maintain  present  conmitments  and  to 
provide  additional  Section  8  assistance  to  nonprofit,   limited  equity,  and 
community  based  housing  organizations  so  they  can  continue  their  low 
income  housing  activities. 

o         Rental  housing  production  ihoutd  be  given  greater  emphasis  than  single 
family  production     Moreover     the  rental  housing  production  program 
proposed   in  H  d     57       should  be  improved  by  (1)  requiring  that  40Z  of  the 
unite  provided  be  aubgidi^d  for   lower   income  household!      (2)  giving  clear 
priority   to  propoSflLt  which  provide  hiKber   Uveli  for  lower   income  people; 
(33   requiring  that   *U    lover  iacove  unit     remain  aa  rental  units  for  30 
years  unless  sold,  under   limited  equit^^  arrangement ■,   to  their  occupants. 

Ve  urge  your  adoption  of   these  recoamendations  and  look  forward  to  working  with  the 
CoMiittee  as  it  considers  this   important  legislation. 

WHERE  NEXT:    SOME  LONG-RANGE  PROPOSALS 

The  National  Low   incoiDe  Housing  Coalition  believes  ilwt  M«r  national  housing  policy 
must   start  vUh   the  principle  that  affor^J.b^   *<«♦*#  t^  Ikywsing  is  a  basic  human 
right.   This   right  must  be   f irmly  eitabli»L.^:    ..    ;    ,    ,,,^,   ;^,  federal  housing  policy 
and  programs.     We  believe  the  federa     g«v*riMM  *^  *  ltmd«ental  responsibility  to 
assure   that  everyone   living  in  this  country   la  f^^  f^  ^^,.^  ^^^^^  housing  at 
affordable   costs. The  federal  resources  necessary  ir^  *rt(#  this  right  a  reality  for 
low   income  people  can  and  should  be  provUed,  T-v  H^i*  ^^  ^^  support: 
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o    Adoption  of  an  sdequately  funded  entitlcBcnt,  incoae  b««ed  housing  assistance 
program  to  enable  low  income  people  to  obtain  decent  housing  at  costs  they  can 

afford. 

o    Expansion  of  production  and  preservation  programs  to  meet  those  low  income 
housing  needs  which  cannot  be  met  by  an  income-support  program  alone. 

o    A  strong  reaffirmation  of  the  federal  government's  rolein  guaranteeing  fair 

access  to  housia|  by  »i     citizens,  including  strengthening  of  the  federal  fair 
housing  lav  and  its  cnf orcetcot . 

o    Ree true  Curing  tax  policy  to  shift  budgetary  resourcesfrom  those  vho  have  to 
ttioBF  irha  Ao   cot  The  federal  cost  of  housing-related  income  tax  expenditures 
ao^   tops  $itQ   b   ion  annually  —  more  than  five  times  the  cost  of  housing 
asvistapce  prtseotily  provided  for  lov  income  people.  The  bulk  of  these  tax 
expenditures  benefit  people  in  the  top  quarter  of  the  income  distribution. 

o    A  strong  role  for  community  based,  nonprofit  organisations,  in  the 

implement at  ion  of  housing  programs,  along  with  the  availability  of  federal 
assistance  to  meet  a  broad  range  of  housing  needs  at  the  neighborhood  and 
cooimunity  level. 

o    A  strong  reaffirmation  of  the  federal  government's  continuing  commitment  to 
retaining  the  curreat  stock  ot   federally  assisted  and  insured  housing,  now 
occupied  by  lov  and  isoder*te  inccve  ptople,  for  tbeir  use.  Thit  includes  all 
present  public  housing,  KUI>-ai«iAted «  HUtHiasured,  Hnd  HUI>-hcLd  uaitt  ai  well 
as  units  assisted  by  the  F^hhth  Uone  Administration.  Th«  f&ecessary  funds 
should  be  provided  to  maintain  this  housing  in  viable  condition. 

o    Modification  of  monetary  and  credit  policies  to  counteract  the  high  financing 
costs  for  housing  and  the  credit-related  sharp  fluctuations  in  residential 
construction  which  increase  the  costs,  prices,  and  rents  of  all  housing. 

o    A  strong  reaffirmation  of  the  responsibility  of  the  federal  government  to  bring 
its  TrBuuFCeft  to  te^f  to  prevent  displacement  of  lov  income  people  from  their 
homes  and  neighborhoods  by  either  public  or  private  action. 

Ve  urge  this  comnittee  to  remember  that  housing  is  more  than  bricks  snd  mortar.  Our 
housing  is  where  we  live:  it  shapes  our  lives,  our  families,  and  our  communities. 

The  importance  which  we  give  to  housing  reflects  our  values  as  a  society.  Do  we  care 
that  millions  of  children  must   ivr  m  huiDtb  and  naighborboods  that  violate  basic 
standards  of  safety  and  4ec«ficyT  Ik)  ve  cira  that  ■!  11  ions  of  old  people  muat  end 
their  1  .  ignity  or  the  assurance  of  a  vouad  roof  qv^t   their  heads  and 

heat  in  their  hoDci;  Do  we  still  believe  that  the  federal  govcrnHtat  muat  play  a 
role  in  ending  injustice,  and  in  providing  resources  and  assists  act  where  no  one 
else  can  do  so?  The  Rational  Low  Income  Housing  Coalition  is  convinced  that  the 
answers  to  these  questions  can  and  must  be  "YES". 
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TABLE  1.  ZncoB«  distribution  for  owners  and  rsntsrsr  by  racsr  1980. 
(Boussbolds  in  thousands) • 


13,000  or  lass 

2,155 

13,000-6,999 

5,750 

17,000-9,999 

4,367 

110,000-14,999 

7,217 

915,000-19,999 

6,977 

120,000-24,999 

6,707 

125,000-34,999 

9,814 

135,000-49,999 

6,002 

150,000-74,999 

2,445 

175,000  or  Bora 

UjJU2 

Total 

52,516 

All 

aiMek 

AXiBAnlfi 

2,748 

788 

232 

6,479 

1,483 

616 

3,862 

697 

422 

5,553 

841 

519 

3,672 

477 

264 

2,263 

264 

156 

1,984 

203 

101 

699 

61 

29 

207 

13 

4 

&& 

- 

6 

27,556       4,827     2,349 
Nadian      119,800       110,600      17,600    19,300 


Sources  1980  Annual  Bousing  Survey,  Part  C,  Financial 
Characteristics  of  the  Inventory. 


TABLE  lA.  HONTHLT  SHELTER  COST  AT  25ft  AKX  -30%  OT  IMCOHE  FOR 
SELECTED  IMCONE  LEVELS 


laSfilL.  25%  30> 


13,000 

162 

•75 

17,000 

146 

175 

110,000 

208 

250 

115,000 

312 

375 

120,000 

417 

500 

125,000 

521 

625 

135,000 

729 

875 

150,000 

1042 

1250 

975,000 

1562 

1875 

Digitized  by  VjOOQIC 


267 


TABLE  2.  EENTER  HOUSEHOLDS  AMD  AFFORDABLE  UNITS  AT  23Z  REin-IllCONE  RATIO,  1980. 
Income  Hpus^hp^di    Uni^s     Gap/Suyp^us  Cumulative 


$3,000  or  less 

2,748 

1.301 

-1,447 

-1,447 

$3,000-6,999 

6,479 

3,807 

-2,672 

-4,119 

$7,000-9,999 

3,862 

5,415 

♦1,553 

-2,566 

$10,000-14.999 

5,553 

9,920 

♦4,367 

♦1,801 

$15,000-19,999 

3,672 

4,576 

♦904 

♦2,705 

$20,000-24.999 

2,263 

1,503 

-760 

♦1,945 

$25,000-34,999 

1,984 

814 

-1,170 

♦775 

$35,000  or  more 

994 

215 

-775 

0 

Total 


27.556 


27,556 


Source:  Estimated  by  NLIHC  from  data  in  Annual  Housing  Survey, 
Part  C,  Financial  Characteristics  of  the  Inventory. 

T4BLE  3.  RENTER  HOUSEHOLDS  AND  AFFORDABLE  UNITS  AT  30Z  RENT-INCOME  RATIO,  1980. 


Income 

$3,000  or  less 
$3,000-6.999 
$7,000-9,999 
$10,000-14.999 

$15,000-19,999 
$20,000-24,999 
$25,000  or  more 

Total 

Source:  Ibid. 


Households    Units 


Gap/Surplus  Cumulative 


2,748 
6.479 
3,862 
5,553 

3,672 
2,263 
2,978 

27,556 


1,513 
5,694 
7,496 
9,012 

2,545 
791 
504 

27,556 


-1,235 

-785 

♦3,634 

♦3.459 

-1,127 
-1,472 
-2,494 


-1,235 
-2,020 
♦1,614 
♦5,073 

♦3,946 

♦2,424 

0 


TABLE  3A.   CHANGES  IN  MEDIAN  RENTS  AND  MEDIAN  RENT-INCOME  RATIOS 


Inco 


$3,000  or  less 

$3,000-6.999 

$7,000-9.999 

$10,000-14,999 

$15,000-19,999 

$20,000-24,999 
$25,000-34,999 
$35,000-49.999 
$50,000-74.999 
$75,000  or  more 

All  renters 


Median  Rent 
1980   1979 


1978 


Median  rent -income  ratio 
1980   1979   1978 


$179  $147  $130 

187  172  165 

222  205  193 

249  232  214 

274  252  233 


296 
327 
362 
393 
423 

241 


277 
303 
337 
401 
359 

217 


256 
284 
326 
347 
283 

200 


72^Z 

60^Z 

60^: 

47 

44 

42 

32 

31 

29 

25 

24 

22 

20 

18 

17 

17 

16 

14 

14 

13 

13 

12 

11 

11 

9- 

10- 

8- 

7- 

6- 

5- 

27 


26 


25 


Source:  Ibid.  Ratios  above  60Z  or  belov  lOZ  are  NLIHC  estimates. 
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TABLE  4   ESTIMATED  SUBSIDIZED  UNITS  AS  OF  SEPTEMBER  30,  1981 


Agency  Program  Units 

HUD     Public  housing  1,204,000 
202  housing  for  elderly  and 

hsndicspped  (original  program)  44,392 

Revised  program  (po8t-1974)  55,994 

Rent  supplements  157,779 

236  rental  housing  assistance  537,206 

Section  8  housing  assistance  payments  1,318,927 

Subtotal,  rental  housing  3,318,298 

Less  202  units  also  receiving  Section  8  -55,994 
Less  estimated  236  units  also  receiving 

Section  8  assistance  -95,000 
Less  estimated  236  units  also  receiving 

rent  supplement  assistance  -66.000 

Net  rental  units  3,101,304 

233  home  ownership  assistance 

Old  progTaifl  (prE-1974)  158,226 

Revised  program  82.313 

Net  home  ownership  units  240,539 

Total  HUD-subsidized  units  3,341,843 

FmHA    515  rental  housing  (estimated  units)  210,000 

302  home  ownership  loans  1,639,309 

504  very  low  income  repair  grants  39,269 

Subtotal,  home  ownership  1,678,578 

Less  estimated  unsubsidized  502  -540.000 

Net  FmHA  home  ownership  units  1,138,578 

Project  loans  and  grants: 

Rural  rental  assistance  (with  513)  1,517 

Farm  labor  housing  loans  (514)  1,395 

Farm  labor  housing  grants  (316)  188 

Site  loans  (524)  165 

Self-help  housing  grants  348 

Supervisory/technical  assistance  (525)     SL 

Total  FmHA*  1,151,000 


GRAND  TOTAL  4,493,000 

Includes  rough  estimate  of  net  units  provided  through  project 
loans  and  grants  (primarily  farm  labor  housing,  since  other 
project  loans  listed  here  are  coupled  with  315  or  502 
assistance) . 

Source:   Estimated  from  HUD,  FmHA  and  CRS  sources. 
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TABLE  3  HOUSEHOLDS  SERVED  BY  ASSISTED  RENTAL  HOUSING  PROGRAMS 


Total 


Belov  Poverty  Levels 
Belov  lOOZ   Belov  123Z 


Total 

Renter-occup led 
Living  in  subsidized  housing 
Percent  of  renters 


82,368 

10,968 

15,557 

16,487 

6,063 

8,153 

2.777 

1,430 

1,866 

10. 4Z 

23 .62 

22.92 

Households  with  children 
under  18  years  old 


Total 
Renters 

Living  in  subsidized  housing 
Percent  of  renters 


34,329 

4,928 

6,607 

10,036 

3,126 

3,949 

1,297 

787 

917 

12.9 

25.2 

23.2 

Householder  65  or  over 


Total  households 

16,912 

3,188 

5,137 

Renters 

4,128 

1,237 

1,931 

Living  in  subsidized  housing 

956 

405 

652 

Percent  of  renters 

23.22 

32.72 

33.82 

White  householder 


Total  households 

71,872 

7,828 

11,593 

Renters 

21,135 

3,934 

5,549 

Living  in  subsidized  housing 

1,612 

745 

1,029 

Percent  of  renters 

7.62 

20.02 

18.52 

Black  householder 


Total  households 

8,847 

2,864 

3,588 

Renters 

4,618 

1,941 

2,383 

Living  in  subsidized  housing 

1,075 

643 

771 

Percent  of  renters 

23.62 

33.12 

32.82 

Spanish-origin  householder 

Total  households 

3,906 

956 

1,317 

Renters 

2.085 

685 

908 

Living  in  subsidized  housing 

223 

121 

155 

Percent  of  renters 

10.72 

17.72 

17.12 
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Total 


B«lov  Poverty  L«vcl« 
Belov  lOOZ   Below  125Z 


Inside  centrel  cities 

Total  households 

24,473 

4,106 

5,743 

Renters 

11,343 

2,878 

3,895 

Living   in  subsidized  housing 

1,534 

846 

1,091 

Percent  of  renters 

13. 5Z 

29. 4Z 

28. OZ 

Outside  metropolitan  areas 

Total   households 

26,296 

4.224 

5,935 

Renters 

6,526 

1,801 

2,357 

Living   in  subsidized  housing 

688 

349 

459 

Percent   of   renters 

10.52 

19. 4Z 

19. 4Z 

Female-headed  household 

Total 

9,082 

2,972 

3,666 

Renters 

4.529 

2,112 

2,492 

Living   in  subsidized  housing 

1.029 

674 

771 

Percent  of  renters 

22. 7Z 

31. 2Z 

30. 9Z 

Source:  Current  Population  Reports,  "Characteristics  of 

Households  Receiving  Noncash  Benefits,  1980,"  CPR  P-60, 
No.  128. 


TABLE  6  .  COMPARISON  OF  RENT-INCOME  RATIOS  FOR  SUBSIDIZED  AND 
UNSUBSIDIZED  HOUSING  TENANTS,  1980 


Rent -income  ratio 

Under  10  percent 
10-14  percent 
15-19  percent 
20-24  percent 

25-34  percent 
35-49  percent 
50-59  percent 
60  percent  or  more 

Not  computed 

Total 


Subs 

idized 

No. 

Z 

117 

4.0 

228 

7.8 

445 

15.1 

664 

22.6 

644 

22.6 

292 

10.0 

91 

3.1 

385 

13.1 

65 

2.2 

2.932 

25 

Unsubs idized 
No.         Z 

1,114 
2,605 
3.570 
3,153 

5.1 
11.8 
16.8 
15.9 

4,269 
3,207 
1,149 
3,358 

20.5 

14.6 

5.2 

15.6 

1,518 

6.6 

23,942 

27 

18 
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TABLR  7    1980  CHARACTRR ] STTCS  OP  IIUUSEHOLDS  LIVING  IN  bUPSIDIZED 
KENTAL  HOUSING.  (Households  in  thousands.) 


CBARACTBRI8TIC8 

TOTAL 

MED. INC. 

-100%  POV 

% 

-125% 

% 

hUi  BQUffCinOIiM 

14978 

1170 

46.5% 

1573 

_fi2«4a 

1858 

4959 

S67 

46.6 

1176 

63.2 

XNSXDB  CBMTRM.  CXTZB8 

1373 

4880 

692 

50.4 

921 

67.0 

0OT8IDB  CBMTKAL  CITIBI 

485 

5386 

175 

36.6 

256 

52.7 

csa 

SQ7fl 

302 

46.2 

397 

60.7 

.  HORTHBAST 

794 

6172 

279 

35:f 

415 

52.2 

NORTH  CBMTSAL 

538 

4696 

276 

51.3 

349 

64.8 

800TB 

809 

4617 

476 

58.8 

583 

72 

370 

4651 

139 

37.5 

227 

61.3 

NBXTE 

1473 

4822 

592 

Soa 

-863 

58:5 

BLACK 

967 

5367 

549 

56.7 

671 

69.3 

SPANISH  ORIGIN 

202 

f^ff 

f9 

1?'^ 

126 

62.3 

fAMfLT  HOUSEHOLDS 

l4» 

ISiS 

m 

4l.l 

59.9 

NARRIBD  C00PLB8 

596 

9507 

151 

25.3 

230 

38.5 

NALB  H008BH0LDBR 

28 

0 

8 

28.5 

15 

53.5 

867 

5325 

558 

64.3 

650 

74.9 

NOHPAHILY  HOOSBBOLOS 

1020 

3955 

452 

44.3 

680 

66.6 

NALB  HOOSEHOLDER 

28 

0 

8 

28.5 

15 

53.5 

FEHALE  HOOSEHOLDER 

792 

3845 

36: 

45.8 

542 

68.4 

269 

<227 

14: 

A§.A 

174 

60.2 

AGED  25-34 

543 

6708 

269 

49.5 

337 

62.0 

AGED  35-44 

339 

7100 

180 

53.0 

210 

61.9 

AGED  45-54 

221 

6286 

104 

47.0 

136 

61.5 

AGED  55-64 

256 

4720 

125 

48.8 

164 

(4.0 

863 

4087 

349 

40.4 

552 

63.9 

SflS 

im 

U! 

Is.'s 

If2 

-ntr- 

TNO  PERSONS 

494 

6425 

171 

34.6 

235 

47.5 

THREE  PERSONS 

436 

6758 

186 

42.6 

241 

55.2 

POOR  PERSONS 

277 

7054 

147 

53.0 

178 

64.2 

FIVB  PERSONS 

159 

6861 

107 

67.2 

124 

77.9 

SIX  PERSONS 

83 

4245 

54 

65.0 

63 

75.9 

SEVEN  OR  NORB 

82 

8895 

62 

75.6 

71 

86.5 

NEHBBR8  UNDER  19 

1173 

6475 

659 

56.1 

797 

67.9 

2680 

f}^! 

171^ 

fM 

2007 

1M 

NORKED  InT[«! 

m' 

WbI 

Si! 

M!! 

4^4 

ii.i 

DID  NOT  WORK 

1456 

3981 

854 

58.6 

1128 

77.4 

Sources  "Characttristics  of  Households  and  Persons  Receiving 

Noncash  Benefits,  1979  (Preliainary  data  froa  the  Narch 
1980  Current  Population  Survey),"  Table  5.  Bureau  of  the 
Census,  Current  Population  Reports,  Series  p-23.  No. 
110. 


Digitized  by  VjOOQIC 


272 


TAbLE    7     COWI'D.   CHARACTERISTICS  OP  H00SEH0LD8  III  80MIDIZID  RURAL 
UOUSINO,   1980  (Percent  distribution). 


CHARACTBRI8TICS 

TOTAL 

MED. INC. 

BBLOH  125%  POV 

100% 

100% 

100% 

100% 

73.9 

99.6 

74.1 

74.7 

INSIDE  CENTRAL  CITIES 

54.6 

98.0 

59.1 

58.5 

O0T8XDB  CENTRAL  CITIB£ 

19.3 

108.1 

14.9 

16.2 

:!6.0 

102.O 

:i5.8 

25.2 

NORTHEAST 

:ii.6 

123.9 

IIJ 

IVa 

NORTH  CENTRAL 

21.4 

94.3 

23.5 

22.1 

SOOTH 

32.2 

92.7 

40.6 

37.0 

WEST 

14.' 

93.4 

11.8 

14.4 

WHITE 

58.1; 

96.8 

50.5 

S4.6 

BLACK 

38.5 

107.8 

46.9 

42.6 

SPANISH  ORIGIN 

B,0 

123.4 

fi.4 

8.0 

FAMILY  HOOSEBOLOS 

59.3 

136.8 

61.3 

56.8 

MARRIED  COUPLES 

23.7 

190.9 

12.9 

14.6 

MALE  BOUSEBOLDER 

1.1 

<— 

.6 

.9 

FEMALE  HOOSEHOLDBR 

34.5 

106.9 

47.6 

41.3 

NONFAMILY  HOUSEHOLDS 

40.6 

79.4 

38.6 

43.2 

MALE  HOUSEHOLDER 

1.1 

^ 

.6 

.9 

31.5 

77.2 

31 

34.4 

BM^lSHbLDER  AGED  15-24 

11.5 

125 

12.2 

11.0 

AGED  25-34 

21.6 

134.7 

22.9 

21.4 

AGED  35-44 

13.5 

142.6 

15.3 

13.3 

AGED  45-54 

8.8 

126.2 

8.8 

8.6 

AGED  55-64 

10.1 

94.8 

10.6 

10.4 

65  OR  OVER 

34.3 

82.1 

29.8 

35.0 

SINGLE  PERSONS 

39,0 

7s:i 

s?:j 

l!.# 

TWO  PERSONS 

19.6 

129.0 

14.6 

14.9 

THREE  PERSONS 

17.3 

135.7 

15.8 

15.3 

POUR  PERSONS 

11.0 

141.7 

12.5 

11.3 

FIVE  PERSONS 

6.3 

137*8 

9.1. 

7.8 

SIX  PERSONS 

3.3 

85.2 

4.6 

4.0 

3i2 

1  8.6 

5.2 

4.5 

NBNBERS  UNDER  19 

4J.7 

i:i6.o 

s^!i 

SA.< 

-.. 

^  .  - 

NOBK^IN  1979 

39.3 

166.3 

26.6 

ii.s 

DID  NOT  WORK 

57.9 

79.9 

72.9 

71.7 

SOURCE!  CHARACTERISTICS  OF  BOUSEHOLDS  AND  PERSONS  Sources   "Characteristics  of 
Noncash  Benefits,  1979  (Preliainary  data  froa  the  March 
1980  Current  Population  Survey) r"  Table  5.  Bureau  of  the 
Ccnsusr  Current  Population  Reports*  Series  p-23r  No. 
110. 
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National 

Low  Income  Housing  Coalition 

215  Eighth  Street.  N.E..  Washington.  D.C.  20002  •  (202)  544-2544 

Hon.  Edward  W.  BrooKe.  ChBirpwnon  Gushing  N.  Dolbeare.  President 


December  21,  1981 

President  Ronald  Reagan 
The  Vhite  House 
Vaahington,  DC  20500 

Dear  Mr.  Preaident: 

The  National  Low  Income  Housing  Coalition  and  the  undersigned  110  national 
and  1,508  state  and  local  organizations  from  all  fifty  states  urge  you  to 
provide  sufficient  funds  in  your  1983  budget  proposals  to  maintain  a 
credible  conmitment  to  meeting  the  housing  needs  of  lov  income  people. 
These  needs  are  increasing  in  urgency  as  shelter  costs  continue  to  rise, 
while  incomes  do  not.  Nor  can  the  housing  needs  of  the  poor  be  met  by  a 
general  revival  of  the  economy  or  additional  investment  in  unsubsidized 
hous  ing . 

Recently,  your  Commission  on  Housing  issued  its  First  Interim  Report.  This 
report  states,  as  one  of  its  basic  principles,  that  the  federal  government 
has  a  continuing  role  in  meeting  the  housing  needs  of  the  poor.  It 
identifies  ten  million  renter  households  — -  only  one  quarter  of  whom  are 
living  in  assisted  housing  —  as  requiring  assistance  if  they  are  to  live 
in  decent  housing  at  costs  they  can  afford.  The  vast  majority  of  these 
households  are  now  inadequately  housed:  their  rents  are  unaffordable  or 
their  units  are  in  such  poor  condition  that  their  health  and  safety  are 
threatened.  Meanwhile,  the  stock  of  privately  owned  low  rent  housing  has 
shrunk  almost  to  the  point  of  disappearance. 

Low  income  housing  cannot  be  curtailed  at  this  time  without  grave 
consequences  for  thousands  of  low  income  households  already  in  desperate 
circumstances.  We  urge  that,  instead  of  cutting  back  on  low  income  housing 
assistance,  you  explicitly  make  it  part  of  the  "safety  net.'* 


Sincerely, 


Edward  W.  Brooke 
Chairperson 


FOR  THE  FOLLOWING  NATIONAL  ORGANIZATIONS: 

ACORN  . 

Ad  Hoc  Coalition  for  Housing  for  the  Elderly 
Amalgamated  Clothing  and  Textile  Workers 
American  Association  of  Homes   for  the  Aging 

American  Association  of  Retired  People/National  Retired  Teachers 
Association 
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Aaerlcan  Association  of  University  Vooen 

American  Federation  of   State,   County,   and  Municipal   Employees 
American  Friends   Service  CoiiE:i^c«e 
American  Institute  o£  Arcltitect£ 
American  Savisgj  and  Loan  Lea£u« 
Association  for  GovetriBeat  Atiisted  Housing,   Inc. 
Association  for  R«C4tded  Citiitti   ,  U.S. 
B*nai  B'^itb  Senior   CitiitcQP  Souring 

Board  of  Clobsl  Kigali  tries     National  Division,   United  Methodist  Church 
Center   for  Cnnsuaitj  Change 
Center  for  Ratioaal  folicj  R«viev 

Center  for  Women's  Policy  Studies,  Older  Women's  Program 
Children's  Defense  Fund 
Civic  ActJLtn  ^Ki^LiLute 
Clergy  aad  Laity  Conc«rii«^ 

Coalition  for  Lov  and  Moderate   Income  Housing 
Coalition  for  UDAG 
CnmninicAtioafi  Workers  of  America 
Cooperative  BouAiug  Touodation 
Cooperative  League  of  th«  U.   S. 
Council  for  Rural  Housing  and  Development 
Council  of  Large  Public  Housing  Authorities 
Council  of  One  Hundred 
Council  of  State  Housing  Agencies 
Federation  of  Southern  Cooperatives        ^ 
Fund  for  an  Open  Society 

General  Board  of  Church  and  Society  of  the  United  Methodist  Church 
Gray  Panthers 

Housing  and  Urban  Affairs  Coomittee,   Church  of  God  in  Christ 
Housing  Assistance  Council 

Housing  Task  Force,   Leadership  Conference  on  Civil  Rights 
Huma.'    cinvironinetit   Center 

Inr-.ri national  Ladies'  Garment  Workers  Union 
International  Dttion  of  Openting  Engineers 
Int^^rreligious   Coa   icioa     or  Housing 
Japaoebt-Aaerican  Citizen*  League 
Joint  Ceater  for  Political  Studies 
Lea^uo  of  Women  Voters  of   the  U.S. 
Legal   Research  and  Services  for   the  Elderly 
^eg. I    Services  Community  Development  Task  Force 
Lutheran  Housing  Coalition 

v-irtin   Luther  King  Jr.   Center  for  Social  Change 
:o'>i.Iv.   :{ome  Owners  of  America 
Mul    i  F^aily  Finance  Action  CduhclI 
National   American  Indian  Uouiiog  Council 

National  Association  of   Housing  and  Redevelopment  Officials   (NAHRO) 
National  Association  of   Housing  Cooperatives 
National  Association  of   Land  Owners 
National  Association  of  Socia     WoTkeis 
'ati:)aal  Catholic  Rural  Life  Conference 
*""      HA  I  Caucus   and  Center  on  the  ^lack  Aged 
i<v.i.^^uai  Center   for  Urban  Ethnic  Affairs 
Nat'    -tai   Committee  Against  Discrimination  in  Housing 
Natioual  Community  Design  Center 
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NationEl  Community  Design  Center  Directors  Association 

National  Conference  of  Catholic  Charities 

National  Conference  of  Democratic  Mayors 

National  Congress  of  American  Indians 

National  Congress  of  Neighborhood  Women 

National  Congress  on  Conmunity  and  Economic  Development 

National  Council  of  Churches 

National  Council  of  Negro  Women 

National  Council  of  La  Raza 

National  Council  of  Senior  Citizens 

National  Hispanic  Housing  Coalition 

National  Housing  Conference 

National  Housing  Lav  Project 

National  League  of  Cltie« 

National  Leased  Routing  Association 

National  Low  Income  Housing  Coalition  - 

National  Neighbors 

National  Office  of  Jesuit  Social  Ministries 

National  People's  Action 

National  Puerto  Rican  Forum 

National  Ruth  Eousiug  Coalition 

National  Tetiante  Unian 

National  Urban  Coalition 

National  Urban  League 

National  Women's  Political  Caucus 

Natlir«  Amer  can  Rights  Fund 

Neigbborbood  Coalition 

NFrwoaK 

Dfficft  of  Cfaurch  and  Society,  United  Church  of  Christ 

Planner*  Network 

Presbyterian  Disabilities  Concerns  Caucus 

rresbyterian  Health,  Education  and  Welfare  Association  (PHEWA) 

Public  Housing  Authorities  Directors  Association 

Rural  America 

Rural  American  Women 

Rural  Coalition 

Rural  Ministry  Institute 

Service  Employees  International  Union 

Shelterforce 

Southern  Christian  Leadership  Conference 

Uoitariin  Universalist  Association 

United  Auto  Workers 

United  Cflrebral  Palsy  Associations,   Inc. 

United  Church  Beard   for  liloineland  Ministries 

United  Electrica     Worker 

United  Food  and  Ccsmmercial  Workers 

United  Neighborhood  Centers  of  America 

United  States  Catholic  Couferetice 

Washington  Office  of   the  Episcopal  Church 

Washington  Office,   United  Presbyterian  Church 

VoDcn's  Equity  Action  League   (WEAL) 

Wor/.iag  Group  for  Community  Development  Reform 
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AND  THE  FOLLOWING  STATE  AND  LOCAL  ORGANIZATIONS: 


Alabama 

Alabama  Aaaociation  of  Cooperatives 

Alabama  Coalition  A^aiiiAt  Hunger 

Alabama  Housiog  Cda    it  ion 

CUibotne  CaCfUh  Cooperative   (Beatrice) 

Congress   ft^r  Euiua  Service*   in  Alabama 

Friends  of   Greene  Couivty  Credit  Union  (Eutav) 

Greater  Birmiaghan  Hini* tries 

Housing  Authority  of   tbe  Birmingham  District 

Legal  Services  Corporation  of  Alabama 

Minoriejr  People's   Council  on  tbe  Tennessee-Tombigbee  Waterway 

< Gainesville 
Mobile  CoiBBunity  Organization 
MOMS   (Mothers  of  Many   in  Selma) 

P.L.B.A.  Housing  Development  Corporation  (Gainesville) 
SWAFCA  (Southvest  Alabama  Farmers  Cooperative  Association) 
Wil-Low  Non-Prof  it  Housing  Corporation,   Inc.   (Hayneville) 

Alaska 

Alaska  Chapter,  National  Association  of  Social  Workers 

Alaska  State  Housing  Authority 

AWARE  (Juneau) 

Coalition  for  Economic  Justice  (Anchorage) 

Juneau  Legal  Services 

Juneau  Tenants  Coalition 

Juneau  Women's  Resource  Center 

Tllngit-Haida  Central  Council  (Juneau) 

Arizona 

Arizona  Community  Action  Association 

Arizona  Housing  Coalition 

C1=:dbA,  Lillian  Lopez  Branch  (Tucson) 

chicanos  por  U  Cauaa  Phoenix) 

Flagstaff  Coalition  for  Better  Housing 

if^Lh^^^ftuDitic   Pboenix) 

Ka  ional  Council  of  La  Ila±&,  Arizona 

r(v  uell  Gila  Council  for  Senior  Citizens  (Coolidge) 

PPEF  Housing  Development  Corporation 

:  ojict  PPEP  (Tucson) 

Sua  Carlos  Apache  Tribe 

Tucson  CooBuaity  Development  and  Design  Center 

Yiiiaa  County  Housing  Development  Corporation 


Ackai 


...aasas   Delta  Housing  Development  Corporation 
Madison  Self-Help  Development   Corporation   (Madison) 
Jttice  of  Human  Concern   (Rogers) 
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Save  the  Children  FedcrEtion  -  Arkansas  Delta  Project 

California 

Ruth  Yannatta  Goldvay,  Mayor  of  Santa  Monica 

James  Conn,  Kenny  Edwards,  Dolores  Press,  and  Dennis  Zane,  Santa 

Monica  City  Council 
Nancy  Walker,  Supervisor,  City  and  County  of  San  Francisco 

Asian,  Incorporated  <£«a  Francisco) 

Bemal  Heigbt*  Cocmunity  Development  Corporation  (San  Francisco) 

California  Association  of  TenantE 

California  Campaign  for  Economic  Democracy 

California  Coalition  for  Rural  Housing 

California  Rural  Legal  Asaiitance 

Capital  Concept G  iDvestsent  Corporation  (San  Francisco) 

Center   for   ConmLitiit^  Ecodouilci    (Santa  &o«i) 

Chinatown  Central  District  Council  (Oakland) 

Chinatown  He ighborfaoo^  Improvement  Resource  Center   (San  Francisco) 

Chinese  Conniunity  Housing  Corporation 

CHISPA  (Salinas) 

Church  Women  United,  Southern  California/Southern  Nevada 

Citisens  for  Affordable  Housing  (Santa  Rosa) 

Coalition  for  Economic  Survival  (Los  Angeles) 

CoBBunity  Design  Center  (San  Trancitfo 

Community  Development  Coalition  (Los  Angeles) 

CoBBunity  Economics,  Inc.  (Oakland) 

Coomninity  Housing  Developeri^  Inc.  (San  Jose) 

CoMBunity  Housing,  Itc,  (Palo  Alto) 

CoDiBunity  Housing  Services  (South  Pasadena) 

CooDunity  Relations  Conference  of  Southern  California 

Community  Resources  for  Independence  Santa  Rosa) 

Council   of    Cofosaun   ty  Housing  DrgAnizations   (San  Francisco) 

£ai     £ay  Asian  Local  Development   Corporation   (Oakland) 

Ecumenlca     Aiaoclation  for  Hoiisln£   (San  Rafael) 

Eden  Housing,   Inc.   {Hayv^rd 

Fair  Housing  Congress  of  Southern  California 

Fillmore  Coomuinity  development  Corporation  (San  Francisco) 

FSCHTA  Fu  erton  South  Central  Homeowners  and  Tenants  Association) 

Cra  E  and  Wolfson  Attordey*  at  Law  (Los  Angeles) 

Haight-Ashbury  Community  Hevelopaent   Corporation  (San  Francisco) 

Haight-Ashbury  Neighborhood  Council   (San  Francisco) 

Housing  Action  (£an  Jose 

Housing  Authority  of   the  City   of  Kadera 

Housing  Development  and  Meighborhood  Preservation  Corporation  (La  Raza), 

(San  Franc   sc&) 
InquilinoB  Hicpanot  Unidos   (Los  Angeles) 
Jesuit  Social  Ministries   (Santa  Ana) 
Legal  Aid  Foundatina   (Los  Angeles) 
Long  Beach  Housing  Action  and  Assistance 
Los  Aaseiea   Ctnaaunity   Deiign  Center 
Kayfair  Knitters  of  Healdsburg  (Bealdsburg) 
Midpeninsula  Citizens  for  Fair  Housing   (Palo  Alto) 
Mid-Peninsula  Coalition  for  Housing  Fund  (Palo  Alto) 
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Northern  California  Association  for  Nonprofit  Housing  (Berkeley) 
North  of  Market  Planning  Coalition  (San  Francisco) 
Oakland  Better  Housing,  Inc. 

Pacific  Equity  Investment  Corporation  (Woodland  Hills) 
Pacific  Management  Corporation  (Woodland  Hills) 
Palo  Alto  Housing  Corportion 
P.E.I.C.  Corporation  (Woodland  Hills) 
P.E.I.C.  ^tcuritici  Corporation  (Woodland  Bills) 

People  Coordinated  Services  of  Sottthcrn  Caliiornia,  Inc.  (Los  Angeles) 
People's  Serl-Help  Housing  Corporatioti  of  San  Luis  Obispo  County,  Inc. 
Pico  H«ighborbood  AESociation  (Santa  HonicA) 

Totrero  Hill  CovmniDity  t>evelopioeat  Corporation  (San  Francisco) 
Richmond  Coor^liaated  Heighborhgad  Councils,  Inc.  (45  councils) 
kural  Commun Lty  Assistance  Corporation  (Sacramento) 
San  Antonio  Community  Development  CD  District  Council  (Oakland) 
San  Antonio  Community  Development  Corporation  (Oakland) 
San  Francisco  Information  Clearinghouse 
Santa  Cruz  Community  Credit  Dnion  (Santa  Cruz) 
Santa  Monica  Rent  Control  Board 
Santa  Monicans  for  Renters  Rights  (Santa  Monica) 
Sonoma  County  Chapter  of  NAACP 
Sonoma  County  Council  on  the  Aging 
Sonoma  County  Section  on  the  Aging 
Sonoma  County  Council  on  Community  Services 
Sonoma  County  People  for  Economic  Opportunity 
South  Stockton  Community  Concerns 
Southern  California  Urban  Coalition 
•  Tenants  and  Owners  Development  Corporation  (San  Francisco) 
The  Flover  of  the  Dragon  (Cotati) 

Colorado 

ACORK  (Colorado) 

Alamosa  Housing  Authority 

Alliance  for  Basic  Human  Meeds  (Denver) 

Alta  Vista  Neighborhood  Council 

American  Triends  Service  Committee  of  Colorado 

Boulder  Grsy  Fantbtrs 

Center  for  CvBoiiinit;  Development  and  Design  (Denver) 

Center  for  Environmentfi  DE&ign^  Education,  and  Research  (Boulder) 

Center  for  Rural  Cfrvelopioeot 

City  of  Del  Norte 

Colorado  Chapter,  National  Association  of  Social  Workers 

Colorado  Civil  Rights  Division 

Colorado  Council  on  Migrant  and  Seasonal  Agricultural  Workers 

and  Families 
Colorado  Division  of  Bousing 
Colorado  Hispanic  Housing  Coalition 
Colorado  Bousing  Counseling  Coalition 
Colorado  Housing,  Inc. 

Colorado  Rural  Housing  Development  Corporation 
Colorado  Senior  Lobby,  Inc. 
Colorado  Rural  Legal  Services 
Colorado  Social  Legislation  Committee 
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Coomiggion  on  Conmunity  Relations  of  City  and  County  of  Denver 

Consittee  for  the  Restoration  of  Representative  Government  (Pueblo) 

Conmunity  InsCituLe  for  DcvelDpaeTic  and  Design  (Colorado  Springs) 

Concerned  Citizens  CongrcGs  of  Northeast  Denver 

COFIRG  ColoT^do  Public  Intertgt  Regearch  Group) 

Co  tills  Housixig  Authority 

Denver  Catholic  Conmunity  Services 

Denver  Conmission  on  Aging 

Denver  Housing  Authority 

Denver  Housing  Lav  Panel* 

Denver  Opportucityp  Inc. 

Denver  Tenants  Onion 

Denver  Urban  League  Coalition 

Fort  Colling  Housing  Authority 

Housing  Issues  Taslc  Force 

La  Jan  Housing  Authority 

Hental  Bealth  AssociatiDQ 

Metro  Denver  Urban  Coalition 

HAHRO  (Colorado) 

North  Denver  Neighborhood  Developnent  Center 

Northeast  Denver  NeiKbborhood  Development  Center 

Northveat  Colorido  Legal  Service*  Project 

Office  of  Houging  Development,  City  of  Monte  Vista 

Sacred  Heart  Housing  (k>rporation 

San  Luis^Blacca-Fort  Garland  Development  Corporation 

Sisters  of  Loretto 

The  Christian  Caring  Ministry 

The  Resource  Assistance  Center 

The  Urban  Institute  (Denver) 

Vest side  Neighborhood  Design  Center  (Denver) 

Connecticut 

American  Friends  Service  Committee,  Connecticut  Office 

Ansonia  Economic  Development  Commission 

Ansonia  Fair  Housing  Office 

A.  FbiLip  B^tLdolpb  Institute,  Ansonia  Chapter 

Catholic  Cbsrities  Archdiocese  of  Hartford 

Connsunity  Sousing  Coalition  (Stamford) 

Connec  icut  Citirens  Action  Group 

Derby  Coiamuoity  Developmenc  Agency  • 

Derby  Housing  Authority 

Fairfield  County  Branch,  Somen's  International  League  for  Peace 

and  Freedom  {Bridgeport) 
Family  and  Children  s  Services  of  Connecticut 
Governor's  Central  Housing  Committee,  State  of  Connecticut 
Homebuilders  Association  of  Connecticut 
Housing  Coalition  for  the  Capitol  Region  (Hartford) 
Neighborhood  Housing  Coalition  (Hartford) 
Rev  Haven  Legal  Assistance 
Seymour  housing  Authority 

Seymour  Housing  Authority  Tenants  Association 
Valley  Citizens  for  Racial  Equality  (Ansonia) 
Valley  Symposium  Committee  for  Employment  (Ansonia) 


i)8-866  0-82 19 
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Women's  International  League  for  Peace  and  Freedom,  Fairfield  County  Branch 

Delaware 

Appoquiniaink  Development,  Inc.  (Middletovn) 

City  of  Wilmington  Department  of  Realty  and  Housing 

Community  Design  Center  (Wilmington) 

Community  Housing,  Inc.  (Wilmington) 

Delaware  Chapter,  Rational  Association  of  Social  Workers 

Delaware  Human  Relations  Commission 

Delaware  State  Housing  Authority 

tqual  Opportunity  Committee  of  cfa«  Vkv   Castle  County  Board  of  Realtors 

Hoitsiag  Opportunities  of  Northerix  Delaware 

Illusion  of  Security  Project   Paca^a  in  Terris  (AFSC) 

tetit  County  Self -Help  Bouaing  Corporation  (Dover) 

KiagAvood  Cowuaity  Cctiter »  Inc.  (Vilmingtoa) 

Kilford  Housing  Development  Corporal  ion  (miford) 

WCALL  Research  (Dover) 

Hev  Castle  County  BepwrtiaeBt  of  Community  Development  and  Housing 

Parity  Developaeot  Corporation  (Wilmington) 

People^ s  Settleaeat  Asfi&ciates  (Wilmington) 

Saint  Anthony's  Conmnxnity  Center  (Wilmington) 

The  Svpteabcr  l^th  Coalition  (Wilmington) 

WILMAPCO  CwiliniaBton  he  tropes  iitan  Area  Planning  Council) 

Wilmington  Department  of  Planning 

Wilmington  Eousing  Authority 

Wilmington  United  Neighbors 

District  of  Columbia 

Adams -^Horgao  Organization 
ChriatiC  Ins  itute 
(^alition  for  the  Homeless 
D.C.  Housing  Action  Council 
Far  Southeast  Community  Organization 
14th  and  U  Streets  Coalition 
Cray  Panthers  of  Metropo  itan  Washington 
Housing  Counseling  Service  ,  Idc. 

Housing  Task  Force  of  the  Metropolitan  Washington  Inter faith  Conference 
.  King  Emmanuel  Baptist  Church 
Mesfiscbusetts  Avenue  Cooperative  Association 
Kftrrr: 1 itan  Washington  Flsnnipg  and  Housing  Association 
NCBA  Housing  DevelopiaeELC  Corporation  of  the  District  of  Columbia 
Office  of  Social  Developoent  for  the  Archdiocese  of  Washington 
Patrick  H.  Hare  Planniag  and  Design 

Saints  Paul  and  Augustine  Neighborhood  Housing  Organization,  Inc. 
Sojourners  Housing  Office 
Southern  Columbia  Heights  Tenants  Union 
Washington  Inner  City  Self-Help 

Florida     ' 


Black  Lawyers  Association   (Miami) 
Center   for   Independent  Living   (Orlando) 
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Centers  Resi-Serv,  Inc.  (Tampa) 

Central  Florida  Legal  Services 

Central  Florida  War  Resisters  League  (Orlando) 

Centro  Campesino  (Homestead) 

City  of  Tampa 

Coalition  of  £Lack  OrEaniiations  (Miami) 

Coalition  of  ^lEpanic-AiDfiricaD  WooitiD  (Miami) 

Coalition  of  Senior  Citizeni  Inc.  (Tampa) 

Community  Relations  Board  of  Dade  County 

CTA  River  Apartments,  Inc.  (Tampa) 

Council  of  CouELunity-fiased  Organizations  (Orlando) 

Dade  County  HUU  Adviaory  Board 

Dade  County  Council  of  Senior  Citizens 

East  Coast  Self -Help  Housing  (Vero  Beach) 

Eastern  Star,  Margie  Cooper  Cbapter  No.  62  (Sebring) 

Epilepsy  AcBociAtion  (Orlando 

Florida  Nonprofit  Bou^int  Sebring) 

Florida  State  Commission  on  Hispanic  Affairs 

Florida  State  Council  of  Senior  Citizens 

Greater  Orlando  Legal  Services 

Haciendas  de  Tbor  Apartments  (Tampa) 

Haciendas  Villas  (Tampa) 

Bardee  Rental  Sanet  Bovling  Green) 

Hillsborough  Association  of  Homes  for  the  Aging 

Hillsborough  County  Housing  Assistance  Department 

Home  and  Ht^usiug  Inc.  (Miami) 

Bighvay  Pack  Seu»iag  (Lake  Placid) 

flomei  in  Partner ship  (Apopka) 

Hospice  of  Central  Florida  (Orlando) 

Indiantovn  Nonprofit  Housing  (Indiantovn) 

Jewish  Tower  Resident  Association  (Tampa) 

Jewish  Towers  (Tampa) 

Justice  and  Peace  Office  (Orlando) 

Lee  County  Bousing  Authority  (Fort  Myers) 

Mary  Walker  Towers  (Tampa) 

Metropo  LLan  Dade  Couaty  Cosnnunity  Action  Agencies 

Miami/Dade  Black  Social  Workers  Association 

Miami/Dade  County  Association  of  Blacks  in  Government 

Opa  Locka  Community  Development  Corporation 

Opa  Locka  NAACP 

Orlando  Area  National  Organization  for  Women 

Overall  Tenant  Advitory  Council  of  Dade  County  (representing 

22  tenaEitc  councils  and  5,000  residents) 
People's  Transit  Organization  (Orlando) 
Progressive  Alliance  (Orlando) 
Recruitment  and  Training  Program  (Orlando) 
5ebriag  Housing  Research  and  Development  (Sebring) 
Senior  Centers  of  Da4e  County,  Inc. 
South  Florida  Asao  iation  of  Black  Psychologists 
Southveac  Cosnnunity  Mental  Health  Center  (Orlando) 
Tin pa  CbVpter  Of  NAACP 
laapa  Housing  Authority 
Tampa  United  Methodist  Centers 
We  Care  (Orlando) 
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West  Orange  Farmworkers  Health  Organization  (Apopka) 
Vomen's  Political  Caucus  of  Metropolitan  Orlando 
Young  Women's  Community  Club  (Orlando) 

Georgia 

Area  Action  to  Improve  Opportunity  Now,  Inc.  (ACTION),  (Athena) 

Atlanta  Labor  Council 

Bethlehem  Area  Conmunity  Association  (Augusta) 

Citywide  League  of  Neighborhoods  (Atlanta) 

DeKalb  Housing  Counseling  Center 

District  5,  NAACP  (Atlanta) 

Enrichment  Service  Program  (Columbus) 

Garlanding  Heights  Tenants  Association 

Georgia  Chapter  of  NAACP 

Georgia  Federation  of  Housing  Counselors 

Georgia  Housing  Coalition 

Georgia  Kefiideatial  Finance  Authority 

Georgia  State  AFL-CIO 

Georgia  State  Association  of  Cooperatives 

Georgia  State  A.  Philip  Randolph  Institute 

Hartwell  Citizens  in  Action  (Atlanta) 

Henry  County  Citizens  for  a  Better  Community 

Inter-Community  Organization  Council  (Augusta) 

Interfaith,  Inc.  (Atlanta) 

Johnson  County  Clients  Council 

Lawrence  County  Clients  Council 

Metro  Atlanta  Housing  Coalition 

Metro  Fair  Bousing  Services  (Atlanta) 

New  Burke  Housing  Corporation  (Vayneboro) 

Southeast  Association  of  Housing  Cooperatives 

Southeast  B^egiDQ>  American  Friends  Service  Coionittee 

ScuChErti  Nei^hboihoodfi 

Urban  HousLng  Covmittee,  Inc.  (Atlanta) 

Urban  League  Housing  Center  (Atlanta) 

Wayne  County  NAACP 

West  Georgia  Farmers  Cooperative 

Hawaii 

Lt .  Gov.  Jean  King 

Mary  Anderson,  Mayor  of  City  and  County  of  Honolulu 

American  Friends  Service  Committee,  Hawaii  Program  Office 

Consumers  Housing  Task  Force  of  Hawaii 

Hawaii  Chapter,  National  Association  of  Social  Workers 

Hawaii  Coalition  on  Federal  Budget  (55  organizations) 

Hawaii  Council  of  Churches  Legislative  Committee 

Hawaii  Housing  Authority 

Hawaii  State  AFL-CIO 

Idaho 

Association  for  Inner  Community  Development  (Hayden  Lake) 

10 
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A.Y.U.D.S. 

Eastern  Idaho  Special   Services  Agency 

El-Ada 

Idaho  Citizens  Coalition 

Idaho  Housing  Coalition 

Idaho  Migrant  Council 

Idaho  Eosiebuilder    AsBociation 

Idaho  Mortgage   Banlcers  Association 

Intemountain  Mtnageoent  AsaociAtion 

Rothschild   Fia^ncial   Corpcirat  ioti 

Southeastern  Idaho  Community  Action  Agency 

Illinois 

Bikerdik«  Redevelcpaent  Corporation  (Chicago) 

Champa igo-Urbana  Tenant  Union 

Chicago  Area  Fair  UouBicg  Metvork 

Chicago  Metropolitan  Atea  Senior  Citizens  Senate 

Chicago  Sehab  Vetvork 

ComnuDity  Caring  Conference  (Chicago) 

CoDcerned  Citizens  of  North  Lavndale  (Chicago) 

Evanatoa  Neighbors  at  Work 

Family  Serrlcei  of  Champaign  County 

Fcderatloo  ot  Black  Taxpayers  (Chicago) 

Frances  Nelson  Health  Center  (Champa.ign) 

Greater  Champa ign  Area  Chapter  Sational  Organization  for  Women  (HOW) 

Home  Builders  Absq  iation  of  Illinois 

Hope  Fair  Housing  Center  (Glen  Ellyn) 

Housing  Connittee  Southern  Suburb  of  Chicago 

Housing  Resource  Center  Bull  House  Aasocistion  (Chicago) 

Hyde  Park  Coalition  on  Housing  and  Tenants  Rights  (Chicago) 

1-CAE£  Illinois  Coalition  Agsinst  Reagan  Economics) 

Illinois  Benedictine  CoU«ge  Lisle) 

Illinois  National  Organisation  for  Women  (NOW) 

Illinois  Public  Ac  ion  Coinmittee 

Illinois  State  Council  of  Senior  Citizens  Organizations 

Lavless  Garden  Tenant  Committee  (Chicago) 

Lawyers  Committee  for  Better  Housing  (Chicago) 

Leadership  Council  for  Metropolitan  Open  Communities  (Chicago) 

Long  Grove  Tenants  Council  (Chicago) 

Madison  County  Homebuilders  Association 

Madison  County  Homebuilders  Association  Auxiliary 

Metro  Seniors  in  Action  (Chicago) 

Metropolitan  Housing  and  Planning  Council  (Chicago) 

Metropolitan  Tenants  Organ ijtat ion  (Chicago) 

Minority  CconDaice  aecources  Corporation  (Des  Plaines) 

North  Avenue  Day  Nursery  (Chicago) 

North  Shore  Inter fsitb  Housing  Council,  Inc.  (Wilmette) 

Organization  for  Faluer  Square  (Chicago) 

People' s^Reftource  Center  (Whe«toa) 

Pierce  hDrtb  Tenant  OrganifstioQ  (Chicago) 

Pilsen  Housing  and  Business  Alliance  (Chicago) 

Quadras  Unidas  of  East  Humboldt  Park  (Chicago) 

Rogers  Park  Tenants  Committee  (Chicago) 
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St.  Procopius  Abbey  (Lisle) 

Sacred  Heart  Convent  (Lisle) 

Sisters  of  Mercy,  Province  of  Chicago,  Administrative  Team 

South  Austin  Coalition  Community  Council  (Chicago) 

South  Shore  Commission  (CHiicago) 

South  Shore  Housing  Center  (Chicago) 

Tenant  a  OT^gaDiiatioD  of   Evans  ton 

UNITE. (United  Neighborboods  Intertwined  for  Total  Equality  (Chicago) 

United  Block  Club  of  East  Bunboldt  Park  (Chicago) 

United  Block  C  ub*  of  Vitkar  ?ark  (Chicago) 

United  Neighbors  Tenant  Organ itat ion  (Chicago) 

Urban  League  of  Champaign  Couaty 

We  Care  —  We  Share  (Joliet) 

Vesttovn  Concerned  Citizens  Coalition  (Chicago) 

Indiana 

Colonial  Gardens  Tenants  Council  (Gary) 
Concord  Village  Tenants  Council  (Gary) 
Cornerstone  Baptist  Church  (Gary) 
Delaney  Tenants  Council  ((^ary) 
Dennis  Ott  and  Co.,  Inc.  (Vaynesville) 
Dory  Miller  Tenants  Council  (Gary) 
Duneland  Village  Tenants  Council  (Gary) 
East  Glen  Park  Tenants  Council  (Gary.) 
Gary  Cityvide  Teuante  Council  (Gary) 
Gary  Manor  Tenants  Council  (Gary) 
•  Hoosier  Eousing  As£L«taDce  Bureau 
Hoosier  tPpland  Development  Corporation  (Mitchell) 
Indiana  State  ftouEln^  Board 
Ivanhoe  Gardeufi  Tenant  Council  (Gary) 
Lincoln  Hills  Developioent  Corporation  (Tell  City) 
100  West  Eleventh  Teuaist  Council  (Gary) 
1117  Exchange  Teti*iitB  Council  (Gary) 
Patchwork  Central  EvanEville) 

Puller  Mortgage  Associations,  Inc.,  (Indianapolis) 
Ralph  M.  Wallem  Engineering,  Inc.,  (Huntingburg) 
Seufert  Supply  and  Construction  Co.  (Ferdinand) 
666  Jackson  Tenants  Council  (Gary) 
328U  Pierce  Street  Tenants  Council  (Gary) 
Wayne  E.  Seufert  and  Associations,  Inc.  (Ferdinand) 

I  ova 

American  Friends  Service  Committee,  lova  Coomittee 

Catholic  Social  Services  for  the  Diocese  of  Des  Moines 

Citizens  for  Community  Improvement  (Cedar  Rapids) 

Citizens  for  Community  Improvement  (Des  Moines) 

Coalition  for  Community  Remorm  (Sioux  City) 

Council  fluffs  Citizens  for  Community  Improvement 

Des  Moines  ACORN 

Des  Moines  Catholic  Worker  House 

Elderly  Services  for  Polk  County  Social  Services 

Four-Mile  Neighborhood  Priority  Board  (Des  Moines) 
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HOME,  Inc.  (Home  Opportunities  Made  Easy,  Inc.) 

lova  Area,  United  Methodist  Church 

lova  Coalition  of  Community  Organizations 

lova  Farmers  Onion 

Iowa  Federation  ot  Labor,  AFL-CIO 

lova  Poor  People's  Congress 

lova  Progressive  Coalition,  Black  Havk  County 

Roman.  Catholic  Diocese  of  Des  Moines 

Rural  America,  Midvest  Regional  Office 

Rural  lova,  Inc 

Sherman  Hill  Association,  Inc. 

Social  Action  Department  of  the  Diocese  of  Davenport 

Kansas 

Everyvoman's  Resource  Center .(Topeka) 

Indian  Center  of  Topeka 

Jayhavk  Area  Agency  on  Aging  (Topeka) 

Kansas  Chapter,  Rational  Association  of  Social  Workers 

Kansas  Farmers  Dnion 

Shavnee  County  Community  Assistance  and  Action 

Topeka  Housing  Information  Center 

Turner  House  (Kansas  City) 

Kentucky 

Appalachian  Alliance 

Catholic  Committee  on  Appalachia  (Prestonburg) 

Christian  Family  Housing  Service  (Harlan) 

Citizens  for  Social  and  Economic  Opportunity  (Hindman) 

Concerned  Citizens  of  Martin  County,  Inc. 

Federation  cf  Appalachia  Housing  Enterprises  (Berea) 

Froniicr  Housing,  Inc.  (Morehead) 

Hope  HouainE  Inc.  (Irvine) 

InLufiiLb  Kuilding  Corporation  of  Bell  County  (Pineville) 

Kentucky  Fair  Tax  Coalition 

Kentucky  Mountain  Housing  Development  Corporation 

Kentucky  Rural  Housing  Coalition 

Southeastern  Women's  Employment  Coalition  (Versailles) 

Lcuiciana 

Assembly  of  Vance  (Henderson) 

Coalition  for  Action,  Inc.  (Nev  Orleans) 

Coalition  for  Human  Dignity,  Inc.  (Nev  Orleans) 

Granville  County  Hunger  Coalition 

Hope  House,  Inc.  (Nev  Orleans) 

Louisiana  Chapter,  National  Association  of  Social  Workers 

St.  Landry  Lov  Income  Housing  Association  (Palmetto) 

Southern  Mutual  Help  Association  (Jeanerette) 

'^r&ne-East  Neighborhood  Association  (Nev  Orleans) 
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Maine 

Aroostook  Regional  Task  Force  for  Older  Citixens 
Bangor  Housing  Authority 
Brunswick  Housing  Authority 
Eastern  Task  Force  on  Aging 
Franklin  County  CAP 
Legal  Services  for  the  Elderly 
Leviston  Housing  Authority 
Maine  AFL-CIO 

Maine  Association  of  Independent  Neighborhoods 
Maine  Association  of  Public  Housing  Directors 
Maine  CAP  Housing  Council 

Maine  Chapter,  Nationa  Association  of  Social  Workers 
Maine  Committee  on  Aging 
Maine  Municipal  Association 
Maine  State  Housing  Authority 
Maine  State  PlaQuiog  Office 

Munjoy  Hill  Neighborhood  Association  (Portland) 
Munjoy  Housing  Association  (Portland) 
Keighborbood  ^ouelng  Servites  of  South  Portland 
PcnobAcot  Area  Eousinfi  Development  Corporation 
Pleasant  Point /Pa iBimaquoddy  Reservation  Housing  Authority 
Portland  Housing  Authority 
Portland  Vest  Neighborhood  Planning  Council 
South  Portland  Housing  Authority    « 
Southern  Maine  Senior  Citizens 
York  County  Community  Action  Corporation 
•  York-Cumberland  Housing  Development  Corporation 

Maryland 

Anne  Arxindel  Coalition  of  Tenants  (Annapolis) 
Baltimore  Neighborhoods,  Inc. 
Belle  Park  Tenant  Council  (Baltimore) 
Berlin  Coomunity  Housing  Corporation  (Berlin) 
Bernard  E.  Mason  Tenant  Council  (Baltimore) 
Brentwood  Ttrrace  Tendnt  Council  (Baltimore) 
Broadway  Tenant  Council  (Baltimore) 
Brooklyn  Homes  Tenant  Council  (Baltimore) 
Chase  House  Tenant  Council  (Baltimore) 
Cherry  Hill  Tenant  Council  (Baltimore) 
Claremont  Tenant  Couiicil  Baltimore) 
Douglas  Homes  Tenant  Cqudc   (Baltimore) 
Eastern  Region,  National  Tenants  Organization 
Ellerslie  Tenant  Council  (Baltimore) 
Fairfield  Tenant  Council  (Baltimore) 
Flag  House  Teuetit  Council  (Baltimore) 
Gilmor  Homes  Tenant  Council  (Baltimore) 
Govans  Manor  Tenant  Council  (Baltimore) 
Hollander  Ridge  Tenant  Council  (Baltimore) 
Housing  Authority  of  Baltimore  City 
Lafayette  Courts  Tenant  Council  (Baltimore) 
Lakeview  Terrace  Tenant  Council  (Baltimore) 

14 


Digitized  by  VjOOQIC 


291 


Latrobe  Homes  Tenant  Council  (BaltixDore) 

Lexington-Foe  Tenant  Council  (Baltimore) 

Marian  House,  Inc.  (Baltimore) 

McCulloh  Homes  Tenant  Council  (Baltimore) 

Monument  East  Tenant  Council  (Baltimore) 

hurpby  leaant  Coimcil  (Baltimore) 

tteigbborbood  Design  Center  (Baltimore) 

C  Donuell  B«i£ht£  Ten&nt  Council  (Baltimore) 

Osvego  Mai  Tenant  Council  (Baltimore) 

People  for  &«tcer  Bousing  Inc.  (Federalsburg) 

PerkiaB  HomeE  Tenant  Council  (Baltimore) 

Resident  Adviior?  Council,  Housing  Authority  of  Baltimore  City 

ftotesont-BiikeUDd  Tenant  Coimcil  (Baltimore) 

£t  Ambrose  Hc>u«in^  Aid  Center  (Baltimore) 

Sister  of  Mer cjr  of  the  Union  (Silver  Spring) 

Somerset  txtenition  Tenant  Council  (Baltimore) 

Suburban  Maryland  Fair  Bousing 

tfestport-Kt  VLnans  Tenant  Council  (Baltimore) 

H«st  Tventieth  Street  Tenant  Council  (Baltimore) 

Vyman  House  Tenant  Council  (Baltimore) 

Massachusetts 

Lt.  Gov.  Tom  O'Neill 
Mayor  Kevin  White,  Boston 

Adams  Housing  Authority 

AgaHam  Houfiing  Autbority 

Amher   Houblqe  Author ity 

Athol  HQueitLg  Author  ty 

fiElcbtTtovn  Houaing  Authority 

Berkshirt  Hou^XQg  Services 

Boston  MobilizatioQ  for  Survival 

Boston  Urban  Gardeners,  Inc. 

Brimfield  Housing  Authority 

Chicopee  Hausing  Allowance  Project,  Inc. 

Citizens  for  Farticipatioa  in  Political  Action  (Boston) 

Citizens  Housing  and  Flsnning  Association  (Boston) 

Community  Teainvork  Inc   LDvell) 

Construct,  Ictc.  Great  Earrington) 

EasthamptoD  Haucing  Authority 

tliz«betb  Feabody  House  (Somerville) 

Essex  County  Cotrauti  ty  Organization  (Peabody) 

Fenway  Community  Developmeiit  Corporation  (Boston) 

Franklin  CouRt;  Regional  Housing  Authority 

Cranby  Bousing  Authority 

Great  Ilarrington  Housing  Authority 

Greater  Roxbury  Pevelopnent  Corporation 

Greenfield  Housitig  Authority 

Hatfield  Housitig  Authority 

Holyoke  Houeiag  Authority 

Housing  AllcivaQcc  Pro  ect  Inc.  (Springfield) 

Housing  Assi  tance  Corporition  (Hyannis) 

Holyoke  Housing  Authority 
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Human  Services  Workforce  (Boston) 
Lenox  Housing  Authority 
Massachusetts  Advocacy  Center 

Kassachusetts  Association  of  Comnunity  Development  Corporations 
Massachusetts  Coalition  for  the  Homeless 
Massachusetts  Lav  Reform  Institute 
Massachusetts  Non-Profit  Housing  Association 
Massachusetts  Teaabti  Organi^ACiDa 
Massachusetts  Urban  BeiDveataiftiit  Advisory  Committee 
Mass.  Union  of  Public  Housing  Tenants 
Monson  Housing  Authority 
Honlague  BDU«ia£  Authority 
New  England  Rcgicmal  CoudclI  of  NAHRO 
Horth  Adubi  Kousiiig  Authority 
Harch  Shore  Coamuitity  Action  Program  (Peabody) 
NcrtbhaiDpton  BcuAing  Authority 
Open  Door  Housing,  Inc.  (Boston) 
Orange  Housing  Authority 
Pittsf ield  tioufing  Authority 
Rural  Housing  Improvement 

Salem  Harbor  Community  Development  Corporation  (Salem) 
Salem  Housing  Alliance 
Shelburne  Housing  Authority 
Somerville  Multi  Service 
Somerville  Youth  Prograii 

South  Middlesex  Oppcrtunity  Program  (Framingham) 
South  Shore  Coaliiioa  for  Hum^^ti  Rights  (Quiocy) 
South  Shore  Housing  Development  Corporation 
.  Southwest  Corridor  Lapd  I>evelopiiieat  Coalition,  Inc. 
Springfield  Project  for  a  United  Neighborhood 
SUN-CDosquDLty  t>evelopneat  Corporation  (Somerville) 
Symphony  Teuant  Drganiaing  Project  (Boston) 
Cttited  South  End /Lower  Roxbury  Corporation 
Vilbrahau  Eousing  Authority 
Villiamstovn  Housing  Authority 

Michigan 

Board  of  Tenant  Affairs  (Detroit) 
Brewster  Douglas  Hoaca  Block  Club  (Detroit) 
Brewster-DougUa  Tettpnts  Council  (Detroit) 
Brewster  Senior  Couacll  (Detroit) 
Catholic  CooQAi^ity  Center  (Benton  Harbor) 
Catholic  Buaan  Development  Office  (Grand  Rapids) 
Charles  C  Diggs  Homes  Block  Club  (Detroit) 
Charles  Terrace  Bomet  Blc^ck  CI  :"-     ..it) 
Connaught-Waverly  Block  Club  (Detroit) 
Coordinating  Council  on  Huaian  Relations  (Detroit) 
Corktown  Homeowners  Organization,  Inc.  (Detroit) 
Detroit  Metro  Council  of  Senior  Citizens 
Detroit  Tenants  Union 
Fair  Houjing  Center 
Groundwork  for  a  Just  World  (Lansing) 
Herman  Gardens  Resident  Council  (Detroit) 
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Heman  Gardens  Senior  Council  (Detroit) 

Holy  Trinity  Nonprofit  Housing  Corporation  (Detroit) 

Housing  Assistance  Foundation  (Lansing) 

Jeffries  Block  Club  (Detroit) 

Jeffries  Housing  Project  (Detroit) 

Jeffries  Middle  Section  Council  (Detroit) 

Jeffries  Senior  Council  (Detroit) 

Kercheval-Riverfront  Conmunity  Organization  (Detroit) 

Lee  P).a*«  Block  Club  (Detroit) 

Metro  Detroit  Welfare  Reform  Coalition 

Michigan  Black  Caucus 

Michigan  Cbapter  National  Association  of  Social  Workers 

Michigan  Housing  Coalition 

Michigan  Tenants  Rights  Coalition 

Mid-City  Concerned  Citizens  District  Council  (Detroit) 

Hidw«Bt  Region,  national  Tenan[;s  Organization 

Ntighborhocd  Service  Organization  (Detroit) 

Parky id e  Homes  Block  Club  (Detroit) 

Provincial  AdminisLrative  Team,  Sisters  of  Mercy,  Province  of  Detroit 

Scatter  Sites  Hones  Block  Club  (Detroit) 

Smith  Somee  Block  Club  (Detroit) 

So  jour  tiers  Truth  Homes  Block  Club  (Detroit) 

Temple  Towers  Block  Club  (Detroit) 

United  Conminity  Housing  Coalition  (Detroit) 

United  CoBDunity  Services  (Detroit) 

Urban  League  of  Flint 

Warren  West  Senior  Building  Block  Club  (Detroit) 

Wolverine  Senior  Building  Block  Club  (Detroit) 

Minnesota 

Accessible  Space,  Inc.  (Minneapolis) 

Anoka  Cotxnty  Community  Action  Program 

Arrowhead  Economic  Opportunity  Agency 

Bi-County  Community  Action  Council 

Capital  CoBBDunity  Services  (St.  Paul) 

Catholic  Charities  (Minneapolis) 

Centro  Cultural  Chicano  (Minneapolis) 

Centro  Legal  (St.  Paul) 

Child  Care  Eeftource  Center  (Minneapolis) 

City  Wide  Recidents  Council  (St.  Paul) 

CiCyviev  Coof  rative  Chi&neApo  is) 

Coalition  for  Affordable  Housing  (Minneapolis) 

Common  Space  (Minneapolis) 

Community  Design  Center  (Minneapolis) 

Community  Development  Corporation  for  the  Archdiocese  of  St.  Paul- 

Kinneapo  is 
Cpimnun  ty  Emergency  Assistance  Program  (Brooklyn  Center) 
CouBuaer  Self'Help  (MinDQapclis) 
D^ytonA  Bluff  Human  Services  (St.  Paul) 
Duluth  Branch,  NAACP 
Duluth  Community  Action  Program 

East  Area  Center,  Ramsey  Action  Program  (St.  Paul)  , 

East  Side  Neighborhood  Development  Corporation  (St.  Paul) 
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Eastside  Neighborhood  Services,    Inc.    (Minneapolis) 

Elliot   tarV   IJeighborhoDd,    Inc.    (Minneapolis) 

Coodhue-BLice-Uabflsha  Citixens  Action  Council 

Greater  Kinneapoli^  MetTopolitan  Housing  Corporation 

Guadalupe  Area   Project    (St.    Paul) 

Haymarket   Preci    (Kimieapolis) 

^ispanoi   eix  Kii^nesota    (St.    Paul) 

Inter-County   ComDuDity   Council 

Jackfion-Vhetlock  Ceatec,   ta^sey  Action  Program  (St.   Paul) 

Koothicbing-Itasca  Action  Council 

Lakes  and  Pine     Connnutiity  Action  Council 

Lillian  Park  Thoiaa»   Cosmunity  Ftogrfim   (St.   Paul) 

Lutheran  Social  Services  of  Minnesota 

Kahube  Comnunity  Couacil 

Kerxick  Coimaunicy  Center  (St.   Paul) 

MetTopolitan  Council  of   the  Tvin  Cities  Area 

Minneapolis  CoooDunLty  Action  Agency 

Minneapolis   Na   ive  Anerican  Center 

Minneapolis  Drban  League 

Minnesota  CAP   s  Aisociatioti 

Minnesota  Chapter  of   NAHRO 

Minnesota  Federation  of  Business  and  Professional  Women 

Minnesota  Migrant  Council   (Blooming  Prairie,   East  Grand  Forks, 

St.  Cloud,   St.  James,  St.   Paul,  and  Vilmer  offices) 
Minnesota  Multi  Housing  Association 
Minnesota  Project  « 

Minnesota  State  Council  for  the  Handicapped 
Minnesota  Tenant     Onioti 
Minnesota   Valley  Action  Council 
KLK/CLA   (Minneapolii) 
Han  KcKay  Assoc LAt««,    Inc.    (St.   Paul) 
Nationa     Handicapped  Bousing   Institute   (Minneapolis) 
)4eigbfaorhood  Improvecent   Costpany    (Minneapolis) 
Norchside  Neighborhood  Center    (Hitmeapolis) 
Nortbvide   RcEidentt  Redevelopuent   Council   (Minneapolis) 
Northwest   Community  Action  Council 
Otter  Tail-Vadena  Community  Action  Council 
Park  Cooperative  Apartments   (Hinneapolio 
Phillips   Ifeighborbood  Housing  Trust    (Minneapolis) 
Pilot   City  Regional  Center    (Minneapolis) 
Portland  Apartments  Astociaticn  (Hinpeapolis) 
Powderhotn  He si dents   Croup   (Minneapolis) 
Prairie  Five   CoDmuoity  Action  Council 
Project   for   Pride   in  Living  (Minneapolis) 
RaaiBey  Action  Programs    (St*   Paul) 

Refugee  EeiettLe^ent   Office,   Department  of  Public  Welfare   (St.  Paul) 
Regign  fc-E  Cottmunity  Action  Agency 
Roman  Catholic   Diocese  of   N«v  Uln 
St.   Cloud  HouBiug  and  Redevelopment  Authority 
St.    Paul   Branch,    HAAC? 

St.    Paul, Public  Bousing  Authority,   Human  Services  Department 
St.    Paul  Urban  League 

£«bathani  Conoaunicj  Cenier   (Minneapolis) 
Scott-Carver  Economic  Council 
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SEMCAC 

Senior  Nutrition  Program,  Ramsey  Action  Program  (St.  Paul) 

Social  Services,  Health  and  Housing,  Spanish-Speaking  Affairs  Council 

(St.  Paul) 
South  Minneapolis  Community  Federal  Credit  Union 
Souths ide  Child  Care  Committee  (Minneapolis) 
Souths ide  Neighborhood  Housing  Services  (Minneapolis) 
Southwestern  Minnesota  Opportiinity  Council 
Spanieb-Speiking  Advisory  Commitcee  to  the  Mayor  (St.  Paul) 
The  (few  legimjing  Cooperative  (Minneapolis) 
Tri-County  Action  Program,  Inc.  (St.  Cloud) 
Tri-Val ley  Opportunity  Council  (Crookaton) 

Urban  Affaire  CcmnDLssioD,  Archdiocese  of  St.  Paul  and  Minneapolis 
Urban  Coalition  of  Hinn^apiolit 
Urban  League  of  Hinneapolifl 
Vslker  Community  Church  (Minneapolia) 

Vest  Bank  Community  Development  Corporation  (Minneapolis) 
Vest  Central  Hinnesoti  Conounity  Action 

Vest  Seventh  Stree  Office ^  Bjuasey  Action  Program  (St.  Paul) 
Vestern  Community  Action  (Marshall) 
Vestern  Community  Action,  Inc.  (St.  Paul) 
Vestside  Office,  Ramsey  Action  Program  (St.  Paul) 
Vhittier  First  Avenue  Cooperative  (Minneapolis) 
Vomen's  Advocates,  Inc.  (St.  Paul') 
Vright  County  Community  Action 

Mississippi 

Batesville  Community  Development  Organization 

Catholic  Charities,  Inc.  (Jackson) 

Catholic  Diocese  (Jackson) 

Delta  Housing  Development  Corporation  (Indianola) 

Mississippi  Association  of  Cooperatives 

Mississippi  Human  Services  Coalition 

Mississippi  Legal  Services  Coalition 

Missouri 

Amalgamated  Clothing  and  Textile  Vorkers,  St.  Louis 

American  FrL^nde  Service  Conmiittee,  St.  Louis  Area  Office 

Blue  Hills  Community  AEsociation  (Kansas  City) 

Slue  Hills  Homes  Corporation  (Kansas  City) 

Bread  for  the  World  (St.  Louis 

Coalition  for  SfAsible  and  Humane  Solutions  (St.  Louis) 

Coalition  for  the  Environment  (St.  Louis) 

Community  Housing  Improvement  and  Preservation  (St.  Louis) 

Community  Housing  Ministry,  Inc 

East  Community  Team,  Inc.  (Kansas  City) 

East  Myer  Community  Association  (Kansas  City) 

Ecumenical  Housing  Organization  (St.  Louis  County) 

freedom  of  Residence  (St.  Louis) 

Human  Rights  Office,  Archdiocese  of  St.  Louis 

ILGVU  (St.  Louis) 

Kansas  City  Neighborhood  Alliance 
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Kansas  City  Organization  Project 

Longfellow  Cot&munity  Organization  (Kansas  City) 

Metro  Housing  Resources  (St.  Louis) 

Missouri  ACORN 

Missouri  Association  of  Regional  Public  Housing  Agencies 

Missouri  Public  Interest  Research  Craap 

National  Association  of   Social  WorV^ers,  Missouri  Chapter 

Neighborhood  Housing  Service*  of  Kansas  City 

Ciarks  Area  CoDButiit^  Action  Corporation  (Springfield) 

St.  Louis  Alliance  of  Caamunity  Based  Organizations 

St.  Louis  Association  of  Community  Organiiations 

St.  Louis  Neighborhood  Et« source  Center 

St.  Louis  Teachers  Dxiion,  Local  420 

St.  Louis  TeaactG  Uaioa 

Soulard  Keighborbood  IbproveaEitt  Association  (St.  Louis) 

Soutbtide  Velfare  ai^hr^  Organization  (St.   Louis) 

TeaAELr  Affairs  Board   (St.   Louis) 

VAW     E«£ioQ  V 

Ville  Area  Neighborhood  Housing  Association  (St.  Louis) 

Washington  Heights  Neighbors  Association  (  St.  Louis) 

Vestside  Housing  Organization  (Kansas  City) 

Youth  Education  and  Health  in  Soulard  (St.  Louis) 

Montana 

American  Association  of  Retired  Persons,  Hamilton 

Child  Start,  Inc  (Missoula) 

City  of  Billings 

Golden  Age  Club  (Hamilton) 

Human  Resources  Council,  District  XI  (Missoula) 

Human  Resources  Development  Council  Directors  Association 

LIGHT  (Low  Income  Group  for  Humane  Treatment),  (Missoula) 

Low  Income  Senior  Citizens  Advocates  (Helena) 

RlffMuia  Housing  Authority 

Montana  Departmeiit  of  Conoierce 

Montana  Ted^TatioD  of  Teachers,  AFT,  AFL-CIO 

Montana  State  Lov  Income  Or^aQizfition 

yajntauans  in  Action  for  People 

National  Association  of  Retired  Federal  Employees,  Chapter  No.  876 

Northern  Cheyenne  Boucing  Authority  (Lame  Deer) 

Nccthern  Plains  Indian  Housing  Authoriti«s  Association 

Northern  Indian  HouBing  and  Development  Council 

Fol£(>n  CooBunity  Developnent  Agency 

Rav.i'li  County  Council  on  Aging 

Ravalli  County  Head  Start 

RavA  li  County  Refugee  Center 

Ravalli  County  Retired  Teachers 

Region  VIII  CAA  Association 

Salish-Kootenai  Housing  Authority 

Senior  Citizens  Association  of  Ravalli  County 

United  Methodist  Americor.  Baptist  Church 


20 


Digitized  by  VjOOQIC 


297 


Nebraska 

Benson  Tower  Association  (Omaha) 

Burt  Tower  Eesident  OrE^niiation  (Omaha) 

Evans  Tower  Happy  Hour  Club  (Omaha) 

Florentt  Tower  5100  Club  (Omaha) 

Greacer  OivAba  CoDSDunity  Action 

Highland  Tower  Highland  Club   (Omaha) 

Hilltop-FleaiAUtviev  Resident  Organization  (Omaha) 

Jackson  600  Club  of  Jackflon  Tower  (Omaha) 

Kay- Jay  Tower  A^ctivlty  Club  (Omaha) 

LeFern-UilliaiDS  Center  (Omaha) 

Logan  Fontenelle  Hornet  RDOT  (Omaha) 

Mercy  Homing  loc.  Sisters  of  Mercy,  Province  of  Omaha 

lebraska  Chapter,  Rational  Association  of  Social  Workers 

lebraska  Chapter  ot  HAHRO 

lebraska  Coonunity  Design  Center  (Lincoln) 

North  Omaha  Cooaunity  Development 

Park  lover  lorth  Reiidetit  Assoc i.at ion  (Omaha) 

Park  lover  South  Social  Club  (Omaha) 

Pine  Tover  Residents  Association  (Omaha) 

Pleasant view  East  Tover  Club  (Omaha) 

Pleasantviev  West  Tover  EeiidAntc  ABBociation 

Souths ide  Terrace  Re  ident  Organ  i'x At  ion  (Omaha) 

Spencer  Homes  Resident  Organization  (Omaha) 

The  Survival  Coalition  of  Omaha     i 

Undervood  Tover  Association  (Omaha) 

Urban  Housing  Foundation,  Inc.  (Omaha) 

levada 

Housing  Authority  of  the  City  of  Las  Vegas 

Nevada  Chapter,  American  Civil  Liberties  Union 

Nevada  Chapter,    National  Association  of  Social  Workers 

New  Hampshire 

CoBsnunity  Action  Program  in  Coos,  Carroll  and  Grafton  Counties,   Inc. 

Housing  Corporition  of   North  Coutitry  (Franconia) 

LISTEN  (Lebanon    in  Service   to  Ejith  Neighbor),    (Lebanon) 

Littleton  Comnunity  DevelopBient  Office 

New  Hunp^bixe  fair  HouAing  Coelition 

Osslpee  Concerned  C  tiiens  CCeater  Osslpee) 

The  Opportunities  Center  (Canaan) 

Welfare  and  Unemployment  Self-Help  Alliance  (Littleton) 

lev  Jersey 

Governor  Brendan  T.  Byrne 
Mayor  Kenneth  Gibson,  Nevark 

Bergen  County  Comnunity  Development  Coalition 
Bergen  County  Council  of  Churches 
Bergen  County  Housing  Coalition 
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Eergen  County  NAACF 

l«Tfi*tj-PaE6iac  Uq  t,  New  Jersey  Association  for  Retarded  Citixens 

Berkeley  Tesant^  OrgBitization  in  Irvington 

Camden  FeopU's  Alliance 

Camden  ftecit  Control  CoDinittee 

Conraunity  Develcpaent  Coalition  of  Bergen  County 

£a»t  Orange  T^n^nt  Association 

Sssex  Counny  Housing  Coalition 

Cnglevood  Comauoity  Bqu«e 

Pair  Housing  Couiicil  of  Northern  New  Jersey 

Cray  Faotber  of  Bergen  County 

Health  and  W«iiare  Council  of  Bergen  County 

Housing  Authority,  Borough  of  Carteret 

Housing  Authority,  City  of  Elizabeth 

Housing  Authority  of  Bergen  County 

Housing  Authority  of  the  Borough  of  Princeton 

Housing  Authority  of  the  City  of  Perth  Amboy 

Housing  Authority  of  the  Township  ai   Florence 

Housing  Authority  Township  of  Hid^letown 

Hud  BOO  County  national  Org»nijjation  for  Women  (NOW) 

Irvington  Te&ants  Organisation 

Jersey  City  Tenant b  Comuictee 

Local  1067,  Communicatiooi  Worker*  of  America  (Camden) 

Haje«tic  Ladge  No.  153  CHackeo«ack) 

Harian  Gardena  Community  Association  (Jersey  City) 

Hary  House  Commioicy  Center  (Jersey  ^ity) 

Kfttropoliian  Ecumenical  Ministry  of  Greater  Newark 

Itontclalr  Tenvuti  Organization 

KontEomery  Gateway  Residents  Committee  (Jersey  City) 

Neighborhood  Civic  Association  (Hackensack) 

Newark  Coalition  for  Neighborbooda 

Newark  Tenants  Council   Inc^ 

New  Jersey  Housing  Finance  Agency 

New  Jersey  NETWORK 

New  Jersey  State  Association  of  Housing  and  Redevelopment  Officials 

New  Jersey  Tenants  OrgaciiiAtion 

Office  of  Campua  Ministry,  St.  Peters  College  (Jersey  City) 

Organization  for  Cosmunity  Change  (Newark) 

Our  Lady  of  Sorrovs  Parish  (Jersey  City) 

Pa«tiac  Bousing  Authority 

FreAbyterian  Cburcb  at  Franklin  Lakes  Mission  Commission 

Public  Bousing  Authorities  Directors  Association 

Ramapo  Hountaiti  Indians  of  New  Jersey 

Rehabilitation  Contractors  Advisory  Board  (Westmont) 

Rural  Dfrvelopocnt  Corporation  (Port  Norris) 

Saint  thotuac  the  Apostle  Social  Caacerns  Committee  (Bloomfield) 

Senior  Citizen  Clubs  of  Bergen  County 

Sister  of  Saint  Jo  eph  of  Peace  (Jersey  City) 

Social  Concerns  Conwittee  of  the  Leonia  United  Methodist  Church 

South  Amboy  Housing  Authority 

South  UudBon  Evangel ica  Lutheran  Parishes  (12  parishes),  (Jersey  City) 

United  T/njints  of  Elizabeth 

United  Tenants  of  Newark 

Urban  League  of  Bergen  County,  Inc. 
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Urban  Mission  Council  of  the  Presbytery  of  Newark 
Women's  Rights  Information  Center  (Bergen  County) 
YVCA  of  Hackensack 
YW/YMHA  of  Bergen  County 

Nev  Mexico 

Albuquerque  Welfare  Rights  Organization 

Central  Housing  Authority  (Central) 

Cielo  Azul  Cooperative  Housing  Association  (Taos) 

City  of  Albuquerque  Housing  Authority 

Cosnounity  Action  Agency  of  Dona  Ana  County,  Inc.  (Las  Cruces) 

Deming  Self -Help  Housing 

Home  Education  and  Livelihood  Program  (Albuquerque) 

Housing  Authority  of  City  of  L&«  Cruces 

litlan  Housins  DtvelopmeQt  Corporation 

Min  Kantrowitt  and  AftEoci«tet  (Albuqu^rciue) 

Nev  Mexico  Coil  it ion  for  Rural  Eouiiog 

Nev  Mexico  HELP  State  Office 

Nev  Mexico  Hispanic  Coalition 

Nev  Mexico  Hispanic  Housing  Coalition 

Nev  Mexico  State  Eouaing  Atjthority 

Region  III  Ho using  Authority  (Los  Lunas) 

Region  T  HDiising  Authority  (Silver  City) 

Region  VI  Bouaing  Authority  (Rosvell) 

Region  VII  Housing  Authority  (Socorro) 

Rural  Houfiog  Inc.  (Albuquerque) 

Sangre  de  Criito  Housing  Corporation  (Taos) 

Santa  Fe  County  Housing  Author ity 

South  Broadway  Economic  Development  Corporation  (Albuquerque) 

Southern  flew  Mexico  MAKA  <Las  Cruces) 

Southvest  Area  Office,  Hev  Hexico  HELP 

Soutfavest  Nev  Mexico  Council  of  Governments  (Silver  City) 

Taos  County  Housing  Authority 

Tierra  del  Sol  Housing  Corporation  (Las  Cruces) 

Rev  York 

Ace ion  Latina  (Nev  York) 

Action  for  a  Better  Community,  Inc.  (Rochester) 

Andover  Historical  Society  Preservation  Coonittee 

Association  of  Eastern  Indian  Housing  Authorities 

Association  of  Neighborhood  Housing  Developers  (Nev  York) 

As t el la  Development  Corporation  (Brooklyn) 

Baynton  Street  Center  Rochester) 

Bcllport^Oageroan-East  Patchogue  Alliance  (Long  Island) 

Better  Housing  for  Tompkins 

Bishop  Sheeo  Ecumepical  Housing  Foundation,  Inc. 

Brookhaven  Local  Ac  ion  Center 

Brooklyn  H  apanic  Coniaun  ty  Development  Organization,  Inc. 

Buffalo  Area  Metropolitan  Ministries  (BAMM) 

Buffalo  /ederation  of  Pub  ic  Housing  Tenants 

Cattaraugus  County  Neiehborhood  Preservation  Corporation 

Cayuga  County  Homsite  Development  Corporation 
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Center  for  Community  Design  (White  Plains) 

Center  for  Independence  of  the  Disabled  (New  York) 

Chenango  Housing  Improvement  Program  (Norvich) 

CHRIC  —  Chappaqua  Home  Rehabilitation  and  Improvement  Corporation 

City  of  Syracuse 

Clinton  BouBiag  DevelopmeTic  Company  (New  York) 

Coalition  for  an  Equitable  Region  (New  York) 

Coalition  for  Homeless  (New  York) 

Coalition  in  Lcfense  of  Puerto  Rican  and  Hispanic  Rights  (Bronx) 

Community  Action  in  Self-^Belp  (Lyons) 

Community  B&ueing  Jle sources  Boa^d  of  the  Long  Island  Board  of  Realtors 

Community  Flcnning  As  istance  Center  of  Western  New  York,  Inc.  (Buffalo) 

Community  Frograiii  Center  of  Long  Island,  Inc. 

Comcjutiicy  FroKresi,  Inc,  (CPI),  (Corning) 

Consuner-Farsier  Fouadation  Inc.  (Nev  York) 

Cortland  Eouiing  Atsistanc^  Board  (Cortland) 

Cuba  CoAimunity  Development  (k>rporation  (Cuba) 

Day  Care  Council  of  Nassau  (k>unty 

Disabled  in  Action  (Nev  York 

Division  of  tioi^sicg  Catholic  Diocese  of  Buffalo 

East  Side  Heighborbood  Organisation  for  Development  (East  Side) 

Eastern  Suffolk  Rural  Development  Corporation 

ErasBiu  lleighborbood  Federation  (Nev  York) 

Estclla  Developnent  Corporation  (Nev  York) 

Fifth  Avenue  CDOoiittee  (Brooklyn) 

Flatbu<b  Development  Corporation  (Brooklyn) 

Friendship  Eouie  Neighborhood  Preservation  Company  (Lackawanna) 

Frontier  Housing  Corpor*tion,  Inc.  (Dexter) 

Good  Old  Lover  East  Side  (Manhattan) 

Gray  Panthers  (Bronx) 

Gray  Panthers  (Queens) 

Housing  Action  Corporation  (Belmont) 

Housing  Action  Council  (Whit a  Plains) 

Housing  Assistance  Center  of  Niagaia  Frontier,  Inc.  (Buffalo) 

Housing  Assistance  Jrogran  of  Essex  Couaty,  Inc.  (Elirabethtovn) 

Hr using  Conservation  Coordinators  Hanhattsn) 

Housing  Council  in  the  Honroe  County  Area,  Inc.  (Rochester) 

Housing  Development  Council  of  Orleans  County 

Housing  Help,  Inc.  (Huntington) 

Housing  Opportunities  Made  Equal  (Hempstead) 

Huaan  Development  Office,  t^iocese  of  Rockville  Center 

IBEP.O  American  Eousiag  Coiapany  (Rochester 

Independent  living  for  th«  Handicapped  Kev  York) 

Iiivofld  Preservation- Corporation  (Manhattan) 

JiD«  Grey  Center  (Mount  Morris) 

jpnnifiPR  Hftll  Senior  Citizen  Housing  Development  Corporation  (Brooklyn) 

Keuka  Housing  Council  Inc 

Lenox  Hill  Neighborhood  Association  (Manhattan) 

Long  Island  Council  of  Churches 

Long  Island  Region  of  NAACP 

Los  Sures  (Nev  York) 

Manhattan  Valley  (New  York) 

Marketviev  Heights  Association,  Inc.  (Rochester) 

Metro-Act  of  Rochester,  Inc. 
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Metro  Korth  AssocUtion,  Inc.  (Kev  York) 

HcCTopoUtao  Action  Institute  (Nev  York) 

WccropoUtan  Center  for  Resource  snd  Advocacy  (New  York) 

He t TO po I  it an  Council  on  Housing  (Kev  York) 

Mobility  Through  Accesc  (Nev  York) 

Kobilizitian  Again ■  Dippliceinent  (MAD),  (Hev  York) 

Monroe  County  Coalition  for  Welfare  Justice 

KoHTOt  CountT  Boucing  Conaisaion 

M(?uiit.  TcnoD  U titled  Tenants 

Hassan  Action  Coalition  (Lon^  Island) 

Nassau  County  Connisiion  on  Buman  Relations 

Nassau  Division  of  National  Aisociation  of  Social  Workers  (Long  Island) 

Nassau  Bousing  DeTvlopmvnt  (k>rporation 

Nev  York  City  Coalition  on  Bousing  for  Disabled  People 

Nev  York  City  Bousing  Coalition 

Nev  York  Gray  Panthers 

Nev  York  Bouaiug  Conference 

Nev  York  State  Rural  Bousing  Advocates 

Nev  York  State  Rural  Bousing  Coalition 

Nev  York  State  Tenant  and  Neighborhood  Coalition 

Vortb  Btooklyn  Federal  Credit  Union 

Northeast  Block  Club  Alliance  (Rochester) 

Northwest  Bronx  Conamnity  and  Clergy  Coalition 

Office  of  Hu£Lan  Dewlopmenc  of  Catholic  Diocese  (Rochester) 

Office  of  Neighborhood  Preservation,  Catholic  Charities  (New  York) 

l^J^Id  Street  Inpr^vemcnt  Council,  I^c.  (Bronx) 

FeopXe^s  7irehouae  Brooklyn) 

Flan/Build,  toe   (Syracuse ^ 

Pratt  Center  for  Connunity  and  Environmental  Development  (Brooklyn) 

Presbytery  of  Long  Island,  Public  Issues  Ministry 

Project  REACR,  Inc   CohocCon) 

Proa pec t-Lefferti  Garden  (New  York) 

Pueblo  Nuevo  Housing  and  Development,  Inc.  (New  York) 

Regional  Council  on  Aging  (Rochester) 

Regional  Bousing  Council  (New  York) 

Riverhead  Local  Action  Center 

Rochester  Center  for  Independent  Living 

Rochester  Sousing  Authority 

Rural  Sullivan  County  Housing  Opportunities  Company,  Inc. 

Rural  Ulster  Preservation  Ccirporstiou 

St,  Lawrence  County  Housing  Council,  Inc. 

St.  Michoias  Seighborbood  Preservation  and  Bousing  Rehabilitation 

Corporatiou  (Brooklyn) 
SCCAP  (Steuben  County  Church  People  Against  Poverty,  Inc.) 
Seneca  Nation  Housing  Authority 
S.P.R.C.,  Inc  (Brooklyn) 
Statewide  Youth  Advocacy,  Inc. 
Stoneleigh  Houiiag  loc 

Strycker's  Bay  Neighborhood  Council  (New  York) 
Suburban  Houcing  Developioent  and  Research,  Inc. 
Suffolk  Action  Coa  it ion 
Suffolk  CoiEDUDity  Development  Corporation 
Suffolk  Houeiog  Services 
Suffolk  Interreligious  Coalition  on  Housing 
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Svar.  Senior  Center,  Inc.  (Mount  Morris) 

Task  Force  on  City  Ovned  Property  (New  York) 

The  Renegades  (New  York) 

Tioga  Opportunities  Program 

United  Neighborhood  Houses  (New  York) 

United  Neighborhood  Housing  Center  (New  York  City) 

United  Tenants  Aseocia  ion  (N«v  York) 

United  Tenants  of  Albany 

Upper  South  Street  Senior  Housing,  Inc.  (Mount  Morris) 

Urban  Homestead ing  Assistance  Board  (New  York) 

Urban  League  of  Long  Island 

Urban  League  of  Rochester,  Inc. 

West  Harlem  ConmunLty  Organization,  Inc.  (New  York  City) 

VomAn's  Schoo  of  Plnnning  aod  Architecture  (Brooklyn) 

Women's  Neighborhpod  Buildere  Brooklyn) 

Women's  Prison  Project  of  Western  New  York 

Women's  Round  Lake  Improvement  Socieity,  Inc. 

Wyandanch  Community  Development  Corporation 

North  Carolina 

Community  Alternatives  to  the  Budget  Cuts  Task  Force  of  Greensboro  TWCA 

Greeneboro  Urban  Ministry 

Guilford  Native  AnLcrican  Aasocatioa 

iQfCitute  of  Social  Studies  {t>urbaa) 

Lov  Incoa«  Hov<i(ig  Development  Corporation  (Durham) 

Hadiflon  Cptinty  HouaIqk  Auttiority  (Marshall) 

NAACP,  Crecnboro  Chapter 

North  Carol Loa  Field  Program .  American  Friends  Service  Committee 

Hort^h«a  t  Wisaton  Haighborhood  Council  (Winston-Salem) 

VinstQU'Salem  Urban  League 

North  Dakota 

Community  Action  and  Development  Program  (Dickenson) 

Dakota  Association  of  Native  Americans  (Bismarck) 

North  Dakota  Chapter,  National  Association  of  Social  Workers 


Ohio 


AFL-CIO  Community  Services  (Warren) 

Alter  Social  Settlement  (Cleveland) 

Bold  Ladies  of  Distinction  Council  (Cincinnati) 

Catholic  Office  of  Commuaity  Relations,  Diocese  of  Toledo 

Chagrin  Falls  Park  Community  Center  (Cleveland) 

Cincinnati  Branch,  NAACP 

Citi£ens  Advisory  Board  of  the  Youngstovn  Community  Development  Agency 

Cleveland  Center  for  Neighborhood 

Conmission  on  Catholic  Comautiity  Action  (Cleveland) 

CoDDuniticfi  United  for  Action  (Cicicinnati) 

ComDunity  Action  of  Cincinnati 

East  Wic^>  Park  Citizens  Committee  (Youngstovn) 
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Free  Store  (Cincinatti) 

Garden  Valley  Neighborhood  Houce  (Cleveland) 

Goodrich-GannettNeighborhood  Center  (Cleveland) 

Harvard  Conmunity  Service  Center,  Inc.  (Cleveland) 

House  My  People,  Inc.  (Toledo) 

Housing  Opportunities  Center  (Coluabus) 

Housing  Opportunities  Made  Equal  (Cincinnati) 

Housing  Our  People  Econoaiciany  [Cleveland) 

Buun  Service*  D&der  Velfare  Rights  cf  Mahoning  County  (Youngstown) 

Catherine  R.  Tyler  Weighborhood  Center,  Inc.  (Cleveland) 

Lexington  Square  Cateoun  ty  Center  (CltvelandJ 

Lutheran  Housing  Corptirdtloa  Clevelind 

Mahoning  Cou&ty  CdudclI  dd  Agin^  CYDungstovn) 

Mary  Chflpman  Connunicy  Center  (Ashtabula) 

Merrick  Hooie  (CleveUnd 

Moroitt&icar  Grand  Chapter,  Order  of  Eastern  Star  (Cleveland) 

Northeast  and  Northwest  Warren  Community  Groups  (Warren) 

Northeast  Ohio  Clients  Council 

Northeast  Ohio  Legal  Services  (Toungstovn) 

Northeast  Ohio  Senior  Citirens  Council  (Toungstovn) 

Ohio  Fair  Hauiing  Coagresi 

Ohio  Rura  Eouaing  Coal  cioQ 

Ohio  Senior  C  it  wen*  Council 

FHACT    Public  Bousing  Action  CooBittee  Church-Tenants  (Cincinnati) 

Pbyllli  Wheatley  Aj*ociation  CleveJzan^j) 

(Jueen  Esther  Chapter  No  9,  Order  of  Eastern  Star  (Warren) 

legioaal  Housing  Center  ((k>lumbus) 

£«nxor  lofonuLion  and  Referral  Center  (Toungstovn) 

ST7RGE  Household  TechniciauB  (Warren) 

The  Eousing  Advocate*,  Inc.  (Cleveland) 

The  WoBien's  City  Club  of  Greater  Cincinnati 

University  SettlementE  (Clev«l«t)d) 

Victory  Neighborhood  Center  (Cincinnati) 

Warreti  Interfiith  CcnmnuQity  Action 

Varr  en -Trumbull  Commiinity  Service  Agency  (Warren) 

Wjrren-Trumbull  County  Welfare  Rights  Organization 

Warrtn-Trufflbull  NAACP 

Varr en -Trumbull  Urban  League 

West  College  Hill  Civic  Association,   Inc.   (Cincinnati) 

West  College  Hill  Neighborhood  Services  Project,  Inc  (Cincinnati) 

Westside  Conmunity  House  (Cleveland) 

Toungstovn  Area  Consumer  Area  Advisory  Council 

Toungstovn  Area  Urban  League 

Toungstovn  Office  of  Consumer  Affairs 

Oklahoma 

Catholic  Social  Services  (Tulsa) 

Credit  Counseling  (Tulsa) 

Eastern  Oklahoma  Housing  Development  Corporation  (Vian) 

Friends  of  HUD  (Tulsa) 

Housing  Development  Corporation  of  Oklahoma 

Human  Rights  Department,  City  of  Tulsa 

John  F.  Kennedy  Project  Area  Committee,  Inc.  (Oklahooia  City) 

27 


Digitized  by  VjOOQIC 


804 


Metropolitan  Fair  Housing  Council  of  Oklahoma  City 

Metropolitan  Mutual  Housing,  Inc.  (Oklahona  City) 

Midwest  Mutual  Housing,  Inc.  (Clinton) 

National  Conference  of  Black  Lawyers,  Oklahona  Chapter 

Neighbor  for  Neighbor,  Inc.  (Oklahoma  City) 

Neighborhood  Association  of  the  Earrisan^Walnut  Area  (Oklahoaa  City) 

Neighborhood  Services  Organiration,  Inc.  (Oklahoma  City) 

Northeast  Technical  Assistance  Project  (Pryor) 

Office  of  Randictpped  Concerns  (Oklahoma  City) 

Oklahoma  City  Housing  Authority 

Oklahoma  Coalition  of  Citizens  with  Disabilities 

Oklahoma  Counci  for  the  Blind 

Oklahoma  Legal  Aid  and  Defender  Association 

Project  Cet-Tofiether  (Tulsi) 

Parcel  1  Bousing  DevclcipDent  Corporation  (Purcell) 

Tulsa  Area  Onited  Way  (Ttjl»4) 

Tulsa  CopBuauDi^y  Action  Agency 

Tulsa  Houfiing  Authority 

Tulsa  Drbac  L««gue  Houiing  Counseling 

Urban  League  of  Greater  Oklahoma  City 

Oregon 

Cascade  Chapter  of  National  Association  of  Bousing  and  Redevelopment 

Officiilt  (State  of  Oregon  and 'Southern  Washington) 
Housing  Adviioxy  Cooaittee  of  the  City  of  Salem 
Rousing  Development  Corporation  of  Washington  County 
•  Laae  County  Clieoti  Council  (Eugene) 
KeadowUrk  Village  Tenant  Association  (Salem) 
Oregon  Rural  Housing  Coa  it ion 
friogle  Creek  Tovei-  Teoant  Association  (Salem) 
£«lem  Monprofit  Housing,  Inc. 
Shelton  VilUge  Tenant  Association  (Salem) 
£outfawe£tern  Oregon  Community  Action  Covmittee 

Pennsylvania 

ACTION/Hous ing  (Pittsburgh) 

Advocate  Comntunity  Development  Corporation  (Philadelphia) 

Allegheny  County  Departmeot  of  Community  Development 

Allegheny  County  Health  Depertioent 

Allegheny  West  Foundation  (Fhila<telphia) 

Al  isjn  Street  Neighbors  ( Philadelphia 

American  Jeviab  Contmittee  (Pittsburgb 

AmericaoB  for  Democratic  Action  (Pittsburgh) 

ASPIRA  (Philadelphia) 

Associated  Day  Care  Program  (Philadelphia) 

Belfi  Id  Area  Neighbors  (Philadelphia) 

Berks  Rur*  Housing  Inc.  (Reading) 

CalcoQ  Gardens  Tenants  Council  (Sharon  Hill) 

Citizens  Concerned  for  a  Better  Community  (Villiamsport) 

Citizens  of  Tioga-Kitetown  (Philadelphia) 

Citywide  Conference  of  Neighborhood  Advisory  Committees  (Philadelphia) 

Coalition  of  Minority  Contractors  (Philadelphia) 
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Cobb's  Creek  Neighborhood  Advisory  Committee  (Philadelphia) 

Community  Development  through  Youth  Services  (Philadelphia) 

Community  Homes,  Inc.  (Philadelphia) 

Consumer  Caucus  for  neighborhood  tnergy  Planning  (Philadelphia) 

Coutity  Health  Advocacy  B^twork  Pittsburgh) 

Delaware  Valley  Chapter  of  NAHRO 

Peten&ination  Inct     Philadelphia) 

East  Poplar  Neighborhood  Advisory  Coxincil  (Philadelphia) 

Families  in  TranAition  (PittsburghJ 

Federation  Housing,  Inc.  (FbiladelphLa) 

First  African  Presbyterian  Church  (Pbiladelphia) 

7ittt   Congregational  Church  (?hiUdel|^hiA) 

FishtovB  Civic  Association  Philadelphia) 

Friends  Suburban  Project  Connittee  of  Philadelphia  Tearly  Meeting 

Germantovn  Homes,  tac,  (Philadelphia) 

Gensantovn  Settlement  (Fhiladelphia) 

Greater  Cenoaotoira  Bousing  Development  Corporation  (Philadelphia) 

Grace  Lutheran  Church  (Pbiladelpbim) 

Cray  Smith  s  Office  CPbiladelphia) 

Hartranft  Coonunity  Corporation  Philadelphia) 

Haverford  Worth  Connunity  Orgatiiation  (Philadelphia) 

Housing  Associ«tioti  of  Delavarc  Valley  (Philadelphia) 

Housing  Council  of  the  Action  AllUoce  of  Senior  Citizens  (Philadelphia) 

Human  Services  Center  of  Mantua  Ph  ladelphia) 

Bunting  Park  Cosomaity  De^«lopvent  Corporation  (Philadelphia) 

laatitote  for  the  Stody  of  Civic  Values  (Philadelphia) 

Jcvish  Energy  Project  (Philadelphia) 

Kensington  Action  Nov  (PhiUdelphia) 

Kenaington  Council  on  Black  Affairs  (Philadelphia) 

Kensington  Neighbors  United  Civic  Association  (Philadelphia) 

La  Casa  del  Pueblo,  Inc.  (Kennett  Square) 

Lov  Income  Housing  Coalition  (Pittsburgh) 

Mantua  CommuTiity  Planners ^  Inc*  (Philadelphia) 

Mantua  HumHn  ReAOutces  Council  (Philadelphia) 

Mantua  Scattered  Site  Tenant  Council  {Philadelphia} 

Mid-Veat  Oak  Lane  Civic  Association  (Philadelphia) 

NALiotial  Icmple  Baptist  Couotmity  Development  Corporation  (Philadelphia) 

Ijei-ghbortaood  Actio^i  Bureau  (Philadelphia) 

neighbor hood  Center  Aseociatioa  (Pittsburgh) 

Weighborhood  Developnient  Alliance  (Philadelphia) 

New  Jevivh  Agenda  (Philadelphia) 

Motth  Central  Cosmunicy  Development  Corporation  (Philadelphia) 

Northwest  Int^rfaith  Kovement  (Philadelphia) 

Northvood  Commun  ty  Cuuscil  Philadelphia) 

0gont3  Area  Weighbors  (Philadelphia) 

OPEN,  ICLC  (Philadelphia) 

Fenusylvania  Rura  Housing  Coalition 

PERCY  (Philadelphia) 

Philadelphia  ACORN 

Philadelnhia  Chapter,  American  Institute  of  Architects 

Philadelphia  Community  Rehabilitation  Corporation 

Philadelphia  Corporation  for  the  Aging 

Philadelphia  Council  of  Neighborhood  Organizations 

Pittsburgh  Commission  on  Human  Relations 

29 


Digitized  by  VjOOQIC 


306 


Pittsburgh  Free  Clinic 

Point  Breeze  Federation,  Inc.  (Philadelphia) 
Resident  Advisory  Board  (Philadelphia) 
School  of  Social  Work,  University  of  Pittsburgh 
SENE  (Philadelphia) 
Source  Works,  Inc  (Philadelphia) 
Southeast  Asian  Project  (Philadelphia) 
Southeast  Asian  Resettlement  Program  (Pittsburgh) 
St.  E^rtifibas  Cburcb  Philadelphia) 
Tabor  C^tstusity  Servic^i  Inc   (LancAster) 
Taller  Puertoricaaoi  (FhiUdelpbi*) 
Tenant  Action  Group  ( Phi  lade  l|}bia) 
The  Association  of  Priests,  Pittsburgh  Area 

The  Bureau  for  Social  Programs  and  Community  Action  (Pittsburgh) 
The  Lighthouse  <TbiladelphiA 
United  Cerebral  Palsy,  Pittsburgh  Office 
United  Nubian  Society  (Philadelphia) 
Urban  Lesgue  of  Pittsburgh 

V^Iuut  Hill  Comaunity  Uevelopnt^nt  Corporation  (Philadelphia) 
'  West  Philadelphia  Inner  City  ^etvork 
Western  Pennsylvania  Jair  Budget  Coalition 
We  Bide  Nieghborbood  Council  (Philadelphia) 
Women's  Center  and  Shelter  Pittsburgh  Arta  Office 
Youth  in  Action  CPhiladelphia) 
Touth  in  Community  Service  (Philadelphia) 

Rhode  Island 

McAuley  House  (Providence) 

St.  Michael's  Parish  in  Providence 

South  Carolina 

Catholic  Charities  (Charleston) 

Columbia  Housing  Authority 

Commxmity  Care,  Int   Jenkinsville) 

Dovshag  CcmuiunLty  Organisation  (Greenville) 

Fairfield  United  Action  (Jenkiatville) 

Cover  Street  Coamunity  Organization  (Greenville) 

Midlands  Housing  Coalition  (Columbia) 

NETWORK  of  South  Carolina 

Morthside  Tenants  Association  (Spartanburg) 

NOW  (National  Organiitation  for  Women),  South  Carolina 

Rural  South  Cato  ina  Coalition 

South  Carolina  Coomittee  Against  Hunger 

South  Carolina  Bousing  Coo  lit  ion 

South  Carolina  Legal  Services  Association 

Southernside  Block  PartnerBhip  Organization  (Greenville) 

Spartanburg  Clients  Council  Spartanburg) 

WAKE  UP  (Work  Action  for  Key  Efforts  in  Uniting  People),  (Spartanburg) 

Wateree  vommunity  Action,  Inc.  (Sumter) 

Western  Carolina  Clients  Council,  Greenville  Chapter 
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South  Dakota 


Inter  lakes  Com&unity  Action  Agency  (Madison) 
Southeastern  Human  Development  Corporation  (Sioux  Falls) 
Western  South  Dakota  Community  Action  (Rapid  City) 

Tennessee 

Appalachia  Mountain  Housing  (Robbins) 

Comittee  on  Religion  in  Appalachia  (CORA)»  (Knoxville) 

Edgehill  United  Methodist  Church  (Nashville) 

Mountain  Women's  Exchange  (Jellico) 

Nashville  Clergy  and  Laity  Concerned 

Nashville  Drban  League 

Tennessee  Chapter*  National  Association  of  Social  Workers 

Tennessee  Housing  Coalition 

TWCA,  Nashville 

Texas 

Anti-Hunger  Coalition  (Austin) 

Asociacion  pro  Servicios  Sociales  (Laredo) 

Austin  ACORN 

Austin  Gray  Panthers 

Austin  Tenants  Council  , 

Barrio  Unido  (Austin) 

Slack  Citixens  Task  Force  (Austin) 

BUck«beAr  Eeeidents  Association  (Austin) 

Buena  Vitta  Neighborhood  Association  (Austin) 

Butler  HouffiDg  Residents  Association  (Fort  Worth) 

Campagna  pro  Prcaervdcion  del  Barrio  (El  Paso) 

Clarksville  Cominunicy  Development  Corporation  (Clarksville) 

Clarksville  UeiEhborhood  Advisory  Board 

East  Dallas  Tenants  Alliance 

El  Concilio  de  East  Town  Lake  Citizens  (Austin) 

Govalle  Association  for  Satvival  (Austin) 

Guadalupe  i/eighborbood  As  oci&tioti  (AuEtin^ 

HouGifig  Author  ty  of  ibe  City  of  Saa  Antonio 

Na  ional  CduhcH  of  l^  iiiu     McAllen  Office 

Rainey  Street  Neighborbood  AsAai^lation  (Austin) 

Southside  Low  Income  Housing  Development  Corporation  (El  Paso) 

Texas  ACORN 

Texas  Consumer  Association 

Texas  Tenants  Dnion 


Utah 


Assist »  Inc.  (Salt  Lake  City) 

Crossroads  Urban  Center  (Salt  Lake  City) 

Davis  County  Housing  Authority  (Farming ton) 

NARRO,  Ucah  Chapter 

Tenant  Association  for  Better  Housing  (Salt  Lake  City) 

University  Single  Parent  Coalition  (Salt  Lake  City) 

Utah  Housing  Coalition 
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Utah  Single  Parent  Coalition 

Whitmore  Manageoent  Corporation  (Salt  Lake  City) 
Women  Standing  Alone  (Salt  Lake  City) 

Working  Group  for  Conmunity  Development  Reform  Coalition 
(Salt  Uke  City) 

Vermont 

Abnaki  Self-Help  Association  (Svanton) 
Bennington-Rutland  Opportunity  Council 
Central  Vermont  Community  Action  Council  (Barrie) 
Central  Vermont  Council  on  Aging 

Chaxnplain  Valley  Office  of  Economic  Opportunity  (Burlington) 
CoBDwn  Caui«  of   Vermonc 

Department  Of  Bouaing  and  Connunity  Affairs  (State  of  Veraont) 
Homettead  HDUfiing  and  Development  CorpcT^rion  (Bellows  Falls) 
ling  Street  levitalizaciotL  Corporation  (Burlington) 
Northeast  Kingdom  CoB&ujiity  Action  (Newport) 
Northeast  Vermont  Area  Agency  on  Aging 
Vortbern  Cooperative  Resource  (Montpelier) 
Tectonics ,  Inc 

St.  Alban's  Community  Housing  Group  (St.  Johnsbury) 
South  Square  Association  Ventess,  Inc  (Burlington) 
SpringfUld  Fair  Housing  Coalition  (Springfield) 

United  Electrical,  Radio  6  Machine  VIorkers  of  America  (Springfield) 
Vermont  Alliance 
Vermont  CAP  Association 
-  Vermont  Coalition  on  Handicapped 
Vermont  Community  Housing  Services 
Vermont  Fair  HousiAg  Coalition 
Vermont   Federation  of  T**cber»,  AFT,  AFL-CIO 
Vermont  Housing  Fiaaoce  Agency 
Vermont  Office  on  Aging 
Vermont  Samaritan,  Vaterbury  Center 
Vermont  State  Housing  Authority 
Vermont  State  Labor  Council,  AFL-CIO 
Vermont  State  Labor  Forum 
Vermont  Tenants,  Inc. 
VFIRG  -  Vermont  Public  Interest  Research  Group 

Virginia 

Better  Housing  for  Halifax,  Inc.  (South  Boston) 
Char lot teavill«  Housing  Foundation 
CHIP  -  Charlottesville  Housing  Improvement  Program 
Colonia  Village  Tenants  Association  (Arlington) 
Eastern  Shore  ComiBittee  for  Better  Housing  (Onley) 
Email  Eetireoent  Coaplez  Tdc  (Clifton  Forge) 
Cuildf  ield  Hdu  ia£  DevelopBtent  Corporation  (Danville) 
Wetf  Coami>inity  Bouiing  Enterprises  (Gretna) 
Horcbvett  Improveitietit  Council  (Roanoke) 
Robin  Hood  Tenants  Association  (Norfolk) 
Scott  County  Citizens  for  Better  Housing  (Gate  City) 
Southeast  Rural  Community  Assistance  Program  (Roanoke) 
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Southwest  Virginia  Housing  Coalition  (Appalachia) 

Tenants  of  Arlington  County  (Arlington) 

Total  Action  Against  Poverty  (Roanoke) 

Tri-County  Housing  Corporation  (Pennington  Gap) 

Virginia  Housing  Development  Authority 

Virginia  Mountain  Housing,  Inc.  (Blacksburg) 

Virginia  Water  Project 

Warm  Hearth,  Inc.  (Blacksburg) 

Wesley  Housing  Development  Corporation  of  Northern  Virginia  (Alexandria) 

Vise  County  Housing  Coalition  (Wise) 

Washington 

Asotin  County  Housing  Authority  (Clarkston) 
Bellingham  ::nd  Whaccon  County  Housing  Authorities 
BellLngbaiB  City  Bou«ittg  Author  ley 
Benton-Franklin  Coasunity  Ac  ion  Council  (Pasco) 
Bremerton  City  Housing  Authority 
Central  Area  Housing  Alliance  (Seattle) 
'  Blue  Mountain  Action  Council  (Walla  Walla) 
ChiLTch  CouaciL  of  Greater  Seattle 
City  of  Wenatchee  Housing  Authority 
Clallam  County  HouGing  Authority  ' 

Clallam-Jefferson  CcFovunity  Action  Council  (Port  Tovnsend) 
(^raer stone  Development  Company  Seattle) 

Departneot  of  Planning  «ad  Coimounity  Development  (Kennevick) 
I>ujardin  Custom  Eo&ei  (Everett) 
ZnvixonDental  Uorkt  Seattle 
Everett  City  Housing  Authority 
Everett  Planning  repartatnt  (Everett) 
Farmer sr'  and  K«r chants  Bank  of  Spokane 
CTjQt  bounty  CoDmunity  Action  Program  (Moses  Lake) 
Grant  County  Bousing  Authority  (Moses  Lake) 
Gray  Harbor  CAC  (Aberdeen 
Housing  As«LEtaticc  Project  (Walla  Walla) 
Housing  Authority  of  County  of  Clallem  (Port  Angeles) 
locerttationa  District  Housing  Alliance  (Seattle) 
Internatioaal  District  Improvement  Interim  Committee  (Seattle) 
Island  County  Housing  Authority  (Seattle) 
Kelso  Department  of  Community  Development 
Kennevick  City  Housing  Authority 
Kennevick  Department  of  Community  Development 
R^L^^  ^LuUQty  Houviag  Author  ty 
Kitsap  County  Housing  Authority 
Kittitas  CODBDunity  Action  Council  (Ellensburg) 
Kittitas  County  Eouaitig  Authority 
Klickitat -Skamania  CAC  (Bingen) 
Longviev  City  Housing  Authority 
Lover  Columbia  CAC  (Longviev) 
Mason  Couiity  EouBing  Authority 
>Uson-Tb/u«ton  CAC  (Shelton) 
Metropolitan  Development  Council  (Takoma) 
Mount  Lake  Terrace  City  Housing  Authority 
MUJER  (Seattle) 
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Northeast  Rural  Resources  (Colville) 

North  Shore  Multipurpose  Center  (Seattle) 

Northwest  Regional  Foundation  (Spokane  -  covers  Washington  and  Idaho) 

Northwest  Rural  Opportunities  (Yakima) 

Office  of  Farmworker  Housing  (Yakima) 

Okanogan  CAC 

Okanogan  County  Senior  Citizen  Services 

Okanogan  Senior  Citizens »  Inc. 

Pacific  Institute  of  Coonunity  Organizations  (Seattle) 

Pasco  Department  of  Community  Development 

Pierce  BousiQg  Authority 

Puget  Sound  Chapter  of  KAHRO 

Puyallup  Bou*irig  Authority 

Richland  Consaunity  DevtlopiBenc  Program  (Richland) 

Richland  Houiing  Authority  (Richland) 

Region  Z  Displaced  Homes  Network  (Seattle) 

Renters  and  Owners  Organized  for  Fairness  (Seattle) 

Renton  City  Sousing  Authority 

Seattle  City  Bousing  Authority 

Seattle  Housing  Resourcei  Group 

Seattle  Teiiaat  Union 

Service  Emplo^fees  International  Union,  Local  120 

Shelter  America  Corporation  (Federal  Way) 

Skagi  County  CAC  CKt.  Vernon) 

Sbobomlsh  County  Bousing  Authority 

South  East  Effective  Development   Int.  (Seattle) 

South  King  County  MultiService  Center  (Seattle) 

Spokane  Clients  Council 

Tacoma  City  Bousing  Authority 

Tenants  Organized  in  the  Regrade  (Seattle) 

The  Benton-Frankl in  Occupttions  Industrial  Council  (Pasco) 

The  Cascade  Community  Center  (Seattle) 

The  Displacement  Coalition  (Seattle) 

The  rirst  Hill  Mid  Risers  (Seattle) 

The  [uternational  Rescue  Committee  (Seattle) 

The  Light  Brigade  (Seattle) 

The  Shclai^-Douglai  Housing  Aficotiation  (Venatchee) 

Th(.  Vakima  Occupationa  Industrial  Council 

Tan^-^MvcT  Departioeat  of  Cotmurtity  Development 

Vail   Walla  Housing  Authority 

Valla  Valla  Senior  Citizens  Center 

Vashi^gton  Energy  Project 

Vashiagton  State  NABRO 

Vashinr.ton  State  Rural  Housing  Coalition 

Venat  hce  CoBmunity  Action  Council 

Vhatcom  County  Central  Labor  Council 

Vhatcom  County  Connunity  Development  Department  (Bellingham) 

Vhatcoa  County  Housing  Authority 

Vhatcom  County  Opportunity  Council 

YakimA  Gove*Tior's  Office 

Yakii 1  Housing  Authority 
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Vest  Virginia 

Family  Homes  Cooperative  (Beck ley) 

Tug  Valley  Recovery  Center  (Williamson) 

Vest  Virginia  Chapter »  National  Association  of  Social  Workers 

Wisconsin 

Impact  7,  Inc.  (Turtle  Lake) 
Racine  Environment  Conmittee 
Self -Help  Housing  of  Dodge  County 
Wisconsin  Rural  Housing  Cooperative 
Wisconsin  State  Housing  Coalition 

Wyoming 

Casper  Housing  Network 
Cheyenne  Housing  Authority 
.  Housing  Authority  of  the  City  of  Casper 

Wyoming  Chapter,  National  Association  of  Social  Workers 
Wyoming  Comounity  Development  Authority 
Wyoming  Department  of  Planning 


[From  the  Washington  Post.  Mar.  6.  1982] 

Gushing  Dolbeare  Champions  Low-Income  Assistance 

(By  Rochelle  L.  Staniield,  special  to  the  Washington  Post) 

On  Capitol  Hill,  in  the  federal  bureacracy,  among  civil  rights  activists  and  real 
estate  developers,  the  name  Gushing  Niles  Dolbeare  is  synonymous  with  housing  as- 
sistance for  low-income  people.  Dolbeare,  55,  is  founder,  president  and  half  the  per- 
manent staff  of  the  National  Low-Income  Housing  Coalition. 

"Gushing  is  one  of  the  most  effective  lobbyists  I've  ever  met  in  Washington,"  said 
Peter  Harkins,  staff  director  of  the  Senate  Banking,  Housing  and  Urban  Affairs 
subcommittee. 

Dolbeare  and  her  coalition  are  credited  with  pushing  through  Congress  many  of 
the  low-income  housing  improvements  passed  since  1974  when  the  major  housing 
assistance  program,  called  Section  8,  was  adopted.  In  fact,  it  was  an  attempt  to 
make  sure  that  legislation  jpaid  attention  to  the  needs  of  the  poor,  that  Dolbeare,  in 
1974,  got  representatives  of  housing,  labor,  civil  rights  and  charitable  organizations 
to  form  a  loose  "no-name  coalition'  on  low-income  housing. 

"In  1974,  it  seemed  nothing  could  be  worse  than  the  situation  then,"  recalled  I>ol- 
beare.  "Of  course,  we  had  no  idea  then  how  bad  things  would  get  under  Ronald 
Reagan." 

Back  then,  President  Nixon  merely  called  a  halt  to  all  new  low-income  housing 
activity  by  placing  a  moratorium  on  all  federal  housing  aid  programs  in  1973.  Now, 
Dolbeare  and  colleagues  contend,  Reagan  wants  to  dismantle  the  existing  programs 
by  ending  Section  8,  withdrawing  commitments  for  300,000  of  700,000  housing  units 
approved  for  subsidy  but  not  yet  built  or  rehabilitated,  selling  off  property  owned  by 
the  Housing  and  LFrban  Development  department  and  raising  the  rent  for  low- 
income  participants  in  the  program.  She  Hgures  housing  would  bear  37  percent  of 
the  cuts  in  the  fiscal  1983  federal  budget. 

"Low  income  housing  is  under  siege,"  said  Dolbeare.  "Most  people  totally  underes- 
timate the  extent  of  the  danger.  The  Reagan  proposals  are  so  far  reaching,  even  if 
he  gets  half  of  what  he  wants  in  Congress,  it  would  represent  a  tremendous  loss." 

What  Reagan  and  like-minded  members  of  Congress  say  they  want  is  to  switch 
the  focus  of  housing  aid  from  the  apartment  unit  to  the  familv.  In  the  past,  most 
federal  aid  for  housing  built  or  rehabilitated  housing  units.  Keagan  believes  this 
construction  is  too  expensive  so  he  wants  a  voucher  system  that  would  subsidize  the 
family  to  go  out  into  the  private  market  and  obtain  an  apartment  or  a  house  like 
any  other  household. 

Dolbeare  and  members  of  her  coalition  support  a  voucher  system.  In  fact,  I>ol- 
beare  called  for  one  as  an  entitlement  for  the  poor  long  before  the  current  adminis- 
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tration  was  in  office.  But  she  and  others  say  the  subsidy  levels  proposed  are  far  too 
low.  Also,  they  don't  believe  the  federal  government  can  get  out  of  the  housing  pro- 
duction business  because  private  developers  just  aren't  building  rental  apartments 
on  their  own. 

Dolbeare  began  the  coalition's  campaign  against  the  Reagan  plans  last  December 
after  news  of  dramatic  budget  cuts  leaked  out.  Using  the  'sign-on  letter/'  a  tactic 
she  believes  the  coalition  pioneered,  she  sent  a  letter  to  the  president  asking  him  to 
reconsider  the  cuts,  signed  by  111  national  organizations  and  1,500  state  and  local 
groups. 

"We  had  hoped  to  get  500  signatures  if  we  beat  the  bushes  for  them,"  she  said. 
"But  we  were  swamp^  with  calls  from  organizations  wanting  to  sign  on."  She  sees 
that  grassroots  interest  as  a  very  good  sign  because  she  believes  that  only  the  low- 
income  housing  constituencies  can  really  influence  Congress. 

That  won't  stop  her  from  using  all  the  lobby  techniques  at  her  disposal,  of  course. 
Once  the  budget  committees  and  the  housing  subcommittees  call  hearings,  Dolbeare 
will  troop  before  them,  armed  with  facts,  figures  and  analyses  of  alternatives.  She'll 
start  off  asking  Congress  to  expand  the  current  programs,  although  she  knows  that 
has  no  chance  at  all.  "I  think  it's  a  mistake  to  tailor  what  you  try  to  achieve  bv 
what  you  can  achieve,"  she  said.  "So  we'll  say  what  we  think  needs  to  be  done.  * 
Once  the  committees  begin  to  write  their  own  bills,  however,  "we'll  work  within  the 
realm  of  the  achievable. '  But  she's  not  particularly  optimistic  about  what  is  achiev- 
able for  low-income  housing  this  year. 

Some  of  her  colleagues  disagree.  "Last  year  it  was  just  about  impossible  to  get 
anywhere,"  said  Henry  B.  Schechter,  director  of  housing  and  monetary  policy  of  the 
AFLrCIO.  "But  this  year,  I'm  hopeful  Cushing  and  others  can  make  some  headway 
because  housing  is  down  a  great  deal." 

Florence  W.  Roisman,  a  Washington  housing  lawyer  for  the  poor  and  long-time 
friend  of  Dolbeare's,  is  even  more  optimistic.  "Because  of  the  severity  of  the  attack, 
the  administration  is  building  a  consensus  that  hasn't  existed  for  40  years,"  she 
said.  "It's  bringing  everybody  together." 

The  ability  to  bring  people  together  is  one  of  Dolbeare's  exceptional  talents,  say 
those  who  know  her  best.  "Cushing  is  always  looking  for  a  basis  for  agreement 
among  people,"  said  Roisman.  "She  gets  people  to  focus  on  what  they  can  agree  on 
and  respects  the  issues  they  can't  agree  on." 

Charles  Edson,  a  housing  attorney  who  represents  builders  and  developers,  agrees. 
"She's  able  to  bring  in  people  with  widely  differing  views.  We  have  extended  our- 
selves to  work  with  Cushing,"  he  said.  Both  Roisman  and  Adson  sit  on  the  coalition 
board  of  directors. 

Dolbeare's  attempt  at  consensus  building  extends  beyond  the  coalition  to  Congress 
where  she  assiduously  works  both  sides  of  the  aisle.  Because  most  of  the  coalition's 
proposals  would  expand  federal  housing  programs,  the  most  receptive  members  of 
Congress  generally  have  been  Democrats.  But  in  1979,  when  it  became  obvious  to 
Dolbeare  that  federal  aid  was  being  cut  back,  she  supported  a  measure  sponsored  by 
Sen.  William  L.  Armstrong  (R-Colo.)  to  limit  eligibility  for  assisted  housing  to  house- 
holds whose  income  was  half  of  the  local  average.  Again,  in  1980,  the  coalition 
worked  with  Sen.  Jake  Gam  (R-Utah)  to  kill  a  proposal  for  middle-income  housing 
assistance  because  it  would  have  cut  into  the  aid  for  the  very  poor. 

Perhaps  Dolbeare's  most  obvious  bit  of  bipartisanship  was  to  obtain  the  services  of 
former  Kepublican  Massachusetts  senator  Edward  Brooke,  as  chairman  of  the  coali- 
tion from  its  incorporation  in  1978  until  this  year. 

Dolbeare  points  proudly  to  the  fact  that  in  the  last  two  years,  members  of  Con- 
gress of  both  parties  have  quoted  coalition  documents  during  debates  on  the  floor 
more  often  than  information  from  any  other  lobby  group.  Others  say  that  has  less 
to  do  with  bipartisanship  than  having  the  sharpest  analyses  around. 

"If  I  want  to  know  what's  going  on  in  housing,  what  people  think,  what  the  num- 
bers are,  she's  the  one  I  call  as  a  resource  person,"  said  Albert  Eisenberg,  the  mi- 
nority staff  director  of  the  Senate  Housing  subcommittee. 

Dolbeare  says  she  knows  so  much  because  even  though  she's  been  a  lobbyist  for 
only  eight  years  she's  been  in  the  housing  game  for  30  years.  "I'm  probably  one  of 
the  oldest  people  still  around  in  housing,'  she  said.  She  started  out  as  assistant  di- 
rector of  the  Baltimore  City  Planning  and  Housing  Association  in  September  1952, 
"but  I  never  made  a  real  commitment  to  housing  until  two  or  three  years  ago,"  she 
said.  "I  cared  more  about  social  justice  and  providing  people  the  opportunity  to  ful- 
fill themselves  than  I  ever  did  about  bricks  and  mortar." 

In  1956,  she  went  to  work  for  the  Philadelphia  Housing  Association  where  she 
stayed  until  1967  when  she  became  a  housing  consultant,  "which  is  another  way  of 
saying  I  became  unemployed,"  she  said. 
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Working  GO  horns  a  week  ior  the  ooolition,  Dolbeure  considers  keisdf  bsrety  em- 
pk^ed.  "How  At  is  able  to  operate  on  such  a  dioestring  constantly  amswa  me,*" 
sajs  Andrew  H.  Mott,  vice  president  of  the  Center  for  Community  Chanffe,  and  the 
coalition  8  new  chairman. 

The  coalition  8  1962  bndsel  is  $142,000,  but  Dolbeare  is  skeptical  that  the  organic 
lation  will  be  able  to  raise  that  amount.  Coalition  headquartos  are  in  the  oonvertad 
garaee  bdiind  Dolbeare's  Cspitid  Hill  townhouse.  llie  staff  consists  of  Dolbeare, 
Kate  Crawford,  her  assistant  and  a  computer-word  processor  that  maintains  the 
mailing  Usts  azid  does  the  bookkeeping. 

Despite  her  limited  leeomces,  Dolbeiare  would  be  the  one  to  turn  things  around,  if 
anyone  can,  her  admiren  believe.  '"She  is  so  patient  and  so  p»suasive,**  said  Sandra 
B.  Sokanon,  eiccutive  director  of  the  Neii^iborhood  Coalition. 

Dc^beare's  major  concern  in  the  coming  nxmths  is  a  presidential  veto  if  Congress 
comes  up  with  a  more  generous  program  than  Reagan  wants. 

It  may  be  possflsle  to  persuade  the  administration  to  change,**  said  Ddbeare. 
"They  are  realists.  Tliey're  wrong,  and  they're  going  to  have  to  recognise  that  thdr 
position  is  wrong  and  at  some  point,  change," 

Chairman  Gonzalez.  Thank  you  very  much,  Ms.  Dolbeare,  for  an 
ocoellent  presentation. 

Let  me  ask  my  colleagues  here.  A  while  ago  I  neglected  to  invite 
Bfs.  Roisman  to  join  Mb.  Dolbeare  as  a  member  of  the  panel.  And  if 
there  is  no  objection,  I  thought  I  would  recognize  her  now  and  have 
her  present  her  testimony  and  then  ask  questions,  unless  you  have 
some  other  suggestions. 

Ms.  Roisman? 

STATEMENT  OF  FLORENCE  W.  ROISMAN,  COUNSEL,  NATIONAL 
HOUSING  LAW  PROJECT 

Ms.  Roisman.  Thank  you  very  much.  Mr.  Chairman  and  mem- 
bers of  the  subcommittee,  I  very  much  appreciate  this  opportunity 
to  testify  on  behalf  of  the  National  Housing  Law  Project,  which  is  a 
l^al  services  support  center. 

I  want  also  to  take  this  occasion  to  say  that  I  and  my  colleagues 
very  much  appreciate  the  work  and  the  courtesy  of  the  staff  of 
your  subcommittee.  Mr.  McMurray,  Mr.  DeStefano,  Ms.  Dorius, 
Ms.  Simon,  and  Ms.  Caldwell  have  given  us  invaluable  assistance. 
They  have  given  me  and  my  colleagues  a  real  sense  that  the  inter- 
ests of  very  poor  poople,  our  clients,  are  heard  and  are  taken  seri- 
ously into  consideration  by  the  staff  of  the  subcommittee. 

Chairman  Gonzalez.  I  want  to  acknowledge  your  fine  words  and 
thank  you  for  them,  because  staffs  tend  to  get  overlooked,  and  they 
are  vital  to  our  processes,  and  on  both  sides.  On  the  minority  side, 
Mr.  Ruddy  was  able  and  willing  to  go  to  a  number  of  the  field 
hearings  that  we  have  had. 

So  aides  are  actually  very  important,  and  we  are  very  proud  of 
the  ones  we  have.  But  I  felt  in  all  fairness  that  we  should  not  over- 
look a  very  eminent  and  very  experienced  minority  staff. 

Ms.  Roisman.  I  think,  Mr.  Chairman,  that  I  must  now  take  upon 
myself  the  obligation,  and  I  do  take  on  the  obligation,  of  endeavor- 
ing to  make  the  same  sort  of  presentation  to  them  that  we  have 
been  able  to  make  to  the  other  members  of  the  staff.  I  will  not  try 
to  repeat  here  the  lengthy  testimony  that  we  have  prepared.  I  un- 
derstand that  it  will  be  included  in  the  record. 

Chairman  Gonzalez.  Yes.  Well,  without  objection,  we  will  in- 
clude your  prepared  text,  as  you  indicate. 
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You  are  an  experienced  witness,  so  feel  free  to  proceed  as  you 
best  see. 

Ms.  RoiSMAN.  Thank  you,  Mr.  Chairman. 

What  I  have  tried  to  do  in  preparing  for  this  hearing  was  to  iden- 
tify a  few  important  principles  that  seem  to  me  to  be  the  principles 
by  which  both  the  administration's  proposals  and  this  subcommit- 
tee's omnibus  bill,  the  omnibus  bill  that  is  before  the  subcommit- 
tee, and  indeed  any  other  legislative  proposals  might  be  tested. 

And  I  have  come  up  with  three  principles  that  seem  to  me  to  be 
fundamental.  And  what  I  would  like  to  do  is  to  discuss  each  of 
those  three  principles  and  to  present  what  is  at  least  my  view,  our 
view,  of  what  those  principles — why  those  principles  ought  to  be 
adopted  and  what  adopting  them  means. 

What  I  propose  as  a  first  principle  is  that  the  first  responsibility 
of  every  member  of  the  subcommittee  and  the  committee  and  the 
Congress,  of  each  of  us,  is  first  to  help  those  who  most  need  help,  to 
help  first  the  poorest  of  the  poor:  the  elderly  poor;  the  disaoled 
poor;  the  young  poor,  of  whom  there  are  millions  upon  millions; 
the  special  kinds  of  poor  households:  female-headed  households, 
single  parent  households  headed  by  men  or  women,  farmworkers, 
both  migrant  and  stationary.  Native  Americans,  blacks,  Hispanics, 
very  large  families  of  almost  any  color,  race  or  creed. 

I  recognize  that  this  principle  is  not  one  that  is  generally  acted 
upon,  and  as  I  tried  to  think  of  why  that  was  so  it  seemed  to  me 
that  there  were  some  questions  that  always  came  up,  and  what  I 
would  like  to  do  is  identify  those  questions  and  suggest  answers  to 
them. 

The  first  question  is,  are  there  not  other  people  who  need  help? 
In  particular,  are  there  not  other  people  who  need  housing  help? 
The  answer  to  that  is,  "of  course.''  At  least  half  the  households  in 
this  country  right  now  desperately  need  housing  help.  We  have 
made  no  appreciable  progress,  indeed  we  have  retrogressed,  from 
the  situation  that  President  Roosevelt  identified.  He  said  one-third 
of  the  Nation  was  ill  housed.  At  this  point  one-half  of  our  Nation  is 
ill  housed. 

Absolutely,  it  is  the  case  that  there  are  many,  many  people  in 
addition  to  the  very,  very  poor  who  need  housing  help.  The  crucial 
point,  it  seems  to  me,  is  that  they  don't  need  help  as  desperately  as 
the  very,  very  poor  do. 

Are  there  not  other  groups  in  society  that  need  help — the  hous- 
ing industry,  the  homebuilders,  the  mortgage  bankers,  the  real- 
tors? Yes,  I  am  sure  they  all  need  help.  I  do  not  have  any  doubt 
that  many  homebuilders,  many  of  whom  are  small  business  people, 
are  facing  serious  financial  threats  that  threaten  them  with  bank- 
ruptcy. They  have  to  change  their  personal  ways  of  life. 

But  again,  they  do  not  need  help  as  desperately  as  do  the  people 
whose  incomes  are  far  below  what  we  identify  as  a  poverty  stand- 
ard, the  people  who  live  not  only  in  bad  housing,  not  only  in  hous- 
ing that  is  egregiously  overpriced  for  them,  the  people  who  live  in 
cars,  the  people  who  live  in  public  restrooms,  the  people  who  live 
in  public  libraries,  the  people  who  live  on  the  streets,  literally  live 
on  the  streets. 

The  next  question  is:  Is  this  not  a  very  expensive  kind  of  pro- 
gram? If  you  are  talking  about  helping  the  poorest  people,  you  are 
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talking  about  scores  of  thousands  of  dollars  per  unit,  whereas  if 
you  talk  about  helping  moderate-income  people  or  middle-income 
people  it  costs  less  money  to  help  each  family. 

There  too,  the  answer  is  yes,  but  it  is  beside  the  point.  Our  objec- 
tive is  not  to  find  the  cheapest  program.  Our  objective  is  not  to 
spread  the  Federal  dollars  as  far  as  they  will  go.  Our  objective  is 
and  ought  to  be  to  deal  with  those  problems  that  most  cry  out  for 
help,  and  those  are  the  problems  of  the  very  poorest  people. 

As  Gushing  indicated,  people  are  forever— we  are  forever,  and 
certainly  you  all  are  forever — talking  about  the  cost  of  the  low- 
income  housing  programs.  Are  these  not  terribly  expensive  pro- 
grams? Well,  on  the  one  hand  the  answer  is,  so  what  if  they  are? 
Because  if  you  are  going  to  deal  with  real  need,  then  you  deal  with 
it  the  way  it  has  to  be  dealt  with  and  you  spend  the  money  that 
has  to  be  spent. 

But  the  more  substantial  answer  to  the  question,  are  these  not 
terribly  expensive  programs,  is:  that  depends.  It  depends  on  what 
you  are  comparing  it  to.  As  Gushing  pointed  out  today  and  has 
pointed  out  courageously  and  accurately  for  years,  these  programs 
are  not  expensive  if  you  compare  them  to  the  costs  of  the  tax  ex- 
penditures for  middle  and  upper  income  homeowners. 

And  we  are  not  crazy.  We  are  not  saying  to  eliminate  the  home- 
owner deduction.  What  we  have  said,  what  Gushing  has  said,  what 
the  coalition  has  said,  is  cap  it  at  a  very  high  level,  eliminate  the 
deduction  for  second  and  third  homes.  There  is  no  compelling  need 
that  I  have  ever  been  made  aware  of  to  provide  that  deduction  for 
people  who  have  vacation  homes.  The  first  home  ought  to  be 
enough. 

So  part  of  the  answer  to  the  question.  Are  not  the  low-income 
housing  programs  terribly  expensive?  is:  Not  if  you  compare  them 
to  the  cost  of  the  housing  relief  programs  for  middle-income  people. 
And  another  part  of  the  answer  is:  They  are  not  very  expensive  if 
you  compare  them  to  what  we  have  to  pay  if  we  do  not  provide 
decent  housing  for  people  who  really  need  it. 

I  will  cite  just  one  example.  This  is  a  situation  that  is  now  in  liti- 
gation in  the  district  court  here.  A  young  child,  a  then  three-year- 
old  child  who  lived  in  a  public  housing  unit  in  the  District  of  Go- 
liunbia,  has  suffered  severe  brain  damage  because  she  ate  lead- 
based  paint  chips  from  the  walls  of  her  public  housing  unit. 

Ultimately,  I  am  confident  that  a  substantial  amount  of  money 
in  damages  is  going  to  have  to  be  paid  to  that  child  and  her  family 
by  the  District  of  Golumbia  government,  which  administers  the 
public  housing  program  here,  and  by  HLFD.  I  do  not  know  how 
much  it  is  going  to  be  and  I  do  not  know  how  it  is  going  to  be  divid- 
ed. But  I  do  know  that  it  would  have  cost  a  good  deal  less  money  to 
have  burned  the  lead-based  paint  off"  the  walls  of  that  public  hous- 
ing unit. 

I  do  know  that,  despite  the  fact  that  the  District  government  and 
HUD  are  absolutely  well  aware  of  the  fact  that  there  is  lead-based 
paint  on  the  walls  of  public  housing  units  in  the  District  of  Golum- 
bia and  in  other  places,  HUD  is  not  moving  to  take  the  lead-based 
paint  off  the  walls.  The  District  government  is  not  moving  because 
it  does  not  have  the  money  to  move. 
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My  point  is — I  do  not  want  to  get  into  lead-based  paint,  but  it  is 
such  a  good  example,  because  the  price  in  terms  of  disaster  for  that 
child,  disaster  for  her  family,  and  dollars  and  cents  for  the  govern- 
ment, it  is  so  clear  that  that  price  is  far  greater  than  the  cost  of 
making  the  housing  decent  in  the  first  place  so  that  those  problems 
never  arise. 

So  if  the  question  is,  is  this  not  a  terribly  expensive  program,  my 
answer  is:  No,  not  compared  to  middle-income  housing  programs, 
tax  expenditures.  No,  it  is  not  terribly  expensive  when  you  com- 
pare it  to  the  cost  we  have  to  pay  if  we  do  not  pay  for  low-income 
housing  programs.  And  even  if  it  is  an  expensive  program,  so 
what? 

Ultimately  the  question  asked  about  the  low-income  housing  pro- 
grams is,  why  should  we,  the  Federal  taxpayers,  pay  money  to  help 
other  people  secure  decent  housing?  And  the  answer  to  that  is,  be- 
cause these  are  people  who  cannot  help  themselves.  These  are  old 
people,  these  are  crippled  people,  these  are  blind  people,  these  are 
children. 

1  do  not  even  want  to  get  into  the  question  of  whether,  if  you 
talk  about  a  woman  on  AFDC  with  childen,  the  taxpayers  should 
support  her.  Forget  about  any  of  the  questionable  people,  the 
people  you  could  argue  about.  We  are  not  even  close  to  providing 
housing  for  all  of  the  people  whom  each  of  you  would  agree  ought 
to  be  helped— the  old,  the  disabled,  and  the  children. 

If  we  take  care  of  those  people,  I  will  gladly  and  with  pleasure 
come  up  here  and  speak  with  anyone  at  any  length,  in  any  way, 
about  the  extent  to  which  we  ought  to  help  other  people.  But  those 
people  I  think  everybody  on  this  committee  and  I  think  almost  ev- 
erybody in  the  Congress  would  agree,  those  people  warrant  our 
help  if  we  are  civilized,  moral  human  beings,  which  I  hope  we  all 
are. 

I  wish  I  had  the  eloquence  to  describe  to  you  the  kinds  of  people 
we  are  talking  about,  the  way  that  they  struggle  to  live,  and  the 
way,  the  physical  way  in  which  they  live.  I  wish  I  could  express 
that  with  respect  to  any  one  of  these  individuals  and  these  fami- 
lies, any  one  of  the  parents  who  has  to  face  a  child's  need  and 
know  that  he  or  she  is  unable  to  meet  that  need. 

And  then  I  wish  I  had  the  ability  to  convey  to  you  the  multiplica- 
tion of  that  intense  deprivation.  I  cannot  do  that.  I  know  I  cannot 
do  that. 

Gushing  has  given  you  the  statistics  from  the  annual  housing 
survey  and  the  census.  I  want  to  remind  all  of  us  that  millions,  I  do 
not  know  how  many  millions — nobody  seems  to  know  how  many 
millions,  but  everyone  who  has  studied  the  problem  agrees  that  it 
is  millions — millions  of  the  poorest  people  are  not  caught  by  any  of 
those  statistics  because  they  do  not  live  in  any  place  that  anyone 
would  call  a  dwelling  unit. 

These  are  the  people  to  whom  I  referred  before,  the  people  who 
live  in  the  parks,  and  they  are  living  in  parks  within  an  easy  walk 
of  the  Capitol,  the  people  who  live  in  the  libraries,  and  they  are 
living  in  a  library  within  an  easy  walk  of  the  Capitol,  the  people 
who  live  in  the  public  lavatories,  in  the  cars,  literally  on  the 
streets. 
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And  I  am  not  talking  only  about  the  deinstitutionalized  former 
mental  patients.  Many  of  those  people  are  old,  perfectly  sane 
people  who  lived  very  fruitful  and  productive  lives,  and  now  find 
themselves  with  no  means  of  supporting  themselves  and  either 
have  no  families  or  will  not  be  a  burden  to  their  families. 

Many  of  them  are  disabled.  Some  of  the  disabled  are  disabled  be- 
cause they  were  disabled  in  the  war,  and  I  am  thinking  of  the  Viet- 
nam war,  but  probably  there  are  older  disabled  veterans  of  the 
Second  and  First  World  Wars.  Many  of  them  are  women  who,  be- 
cause of  their  domestic  situations,  have  no  place  to  go  and  have  no 
means  of  earning  a  living.  And  many  of  them  are  children. 

Shelter  officials  in  New  York  City  recently  found— there  is  a 
story  in  the  Times  about  it — that  they  were  seeing  many  families, 
women  and  sometimes  women  and  husbands,  with  children  in  the 
shelters  because  they  had  no  place  else  to  go.  And  one  official  was 
reported  in  the  Times  as  saying  that  they  could  not  move  the 
people  out  of  the  shelters  very  easily,  because  the  people  had  no 
place  to  go  when  thev  left  the  shelters. 

And  the  shelters,  let  me  assure  you,  are  terrible  places.  None  of 
us  would  want  to  spend  any  amount  of  time  there.  None  of  us  with 
children  would  want  to  bring  our  children  up,  even  for  one  day,  in 
a  shelter.  When  people  will  not  leave  a  shelter,  you  know  they 
have  no  place  else  to  go  except  the  street. 

What  are  the  consequences  if  we  agree  with  the  first  principle, 
which  is  that  we  ought  to  help  those  who  most  need  help?  It  seems 
to  me  that  one  thing  follows  from  that,  and  that  is  that  every  Fed- 
eral dollar  that  gets  spent  on  housing  ought  to  be  spent  on  helping 
these  people,  and  that  means  using  the  deep  subsidy  programs.  It 
means  using  the  low-rent  public  housing  program,  using  the  202 
program  for  the  elderly  and  handicapped,  using  the  Farmers  Home 

Erograms,  including  tne  HOAP  program,  the  deep  subsidy  rural 
omeownership  program  that  is  really  the  child  of  this  committee. 

And  because  we  are  all  so  defensive  these  days  in  trying  to  hang 
onto  what  we  have  got,  the  HOAP  program,  which  never  was 
funded  but  was  authorized,  has  sort  of  been  forgotten  about.  It 
should  not  have  been  forgotten  about.  It  was  an  extraordinarily 
good  idea.  It  still  is  an  extraordinarily  good  idea,  and  we  should  not 
permit  ourselves  to  get  our  backs  to  the  wall  and  let  good  ideas  go 
by  the  boards. 

And  it  follows  also  that  targeting  those  programs  to  the  lowest 
income  people  has  to  be  not  only  legislated,  because  the  Congress 
has  in  general  legislated  a  focus  on  the  lowest  income  people,  but, 
as  I  think  this  subcommittee  recognizes.  Congress  is  going  to  have 
to  foUowup  on  that  legislation. 

Last  year  Congress  directed  Farmers  Home  to  target  at  least  30 
percent  of  its  housing  assistance  to  very  low-income  households, 
and  the  Farmers  Home  Administration  in  January  published  final 
r^ulations  that  make  it  a  virtual  certainty  that  low  income,  very 
low-income  households,  will  not  receive  any  significant  amount  of 
relief. 

My  colleagues  from  the  rural  programs  doubtless  will  address 
that  at  somewhat  more  length. 

I  have  two  other  points  I  would  like  to  get  onto,  and  I  will  be 
briefer  on  the  second  and  third  points  than  I  was  on  the  first.  My 
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second  point  is  when  we  are  taking  care  of  these  people  we  ought 
to  take  care  of  them  decently  and  effectively,  by  which  I  mean 
three  things: 

First  of  all,  make  the  housing  affordable.  Here  we  all  are  with 
our  backs  to  the  wall  again,  saying  do  not  let  rents  go  higher  than 
30  percent  of  income,  do  not  include  food  stamps,  do  not  make 
people  pay  their  utility  bills.  Those  are  not  the  terms  on  which  this 
discussion  or  debate — it  really  is  a  debate — ought  to  be  conducted. 

The  principle  is  that  the  housing  ought  to  be  affordable,  and  the 
way  you  find  out  if  housing  is  affordable  is,  first  you  look  at  the 
amount  of  income  that  the  family  has  after  you  take  away  taxes 
and  job-related  expenses;  and  then  you  look  at  the  number  of 
people  who  are  in  the  household,  because,  as  must  be  obvious, 
$3,000  for  one  person  permits  a  greater  expenditure  for  rent  than 
does  $3,000  for  four  people. 

Now,  should  the  administration's  new  proposal  for  rent  increases 
be  rejected?  Absolutely,  absolutely — and  if  anyone  would  like  to 
hear  me  expound  at  greater  length  about  that  I  will  be  glad  to,  but 
it  seems  to  me  so  evident  that  you  cannot  take  people  who  are  on 
the  brink  of  disaster  at  this  point  and  impose  more  obligations  on 
them,  that  I  am  not  inclined  to  talk  more  about  that. 

What  I  urge  is  that  we  make  more  rational  and  more  effective 
the  formula  by  which  rents  are  determined.  Do  not  leave  it  to  the 
Secretary.  Congress  ought  to  say  that  the  rents  should  be  set  by 
looking  at  the  amount  of  income  and  the  number  of  persons  in  the 
household  so  as  to  determine  how  much  the  family  needs  for  other 
essential  expenditures,  and  then  the  rest  of  it  can  be  paid  for  rent. 
In  the  case  of  very  low-income  people,  the  percentage  is  going  to  be 
a  lot  smaller  than  25  percent  of  income  for  rent. 

In  that  connection  I  should  add  my  devout  hope  that  the  Con- 
gress will  reject  the  suggestion  that  there  be  a  new  version  of  the 
section  8  existing  program,  "new"  meaning  most  evidently  cheaper. 
The  administration's  proposal  for  a  new  section  8  existing  certifi- 
cate is  just  a  proposal  to  provide  less  money  for  the  people  who 
have  to  find  housing. 

The  second  aspect  of  taking  care  of  people  decently  and  effective- 
ly is,  take  care  of  them  over  the  long  term.  I  suppose  that  very  few 
people  in  this  room  ever  have  had  to  wonder  how  one  would  pay 
for  housing  a  year  from  now.  But  a  lot  of  other  people  do  have  to 
worry  about  that. 

A  section  8  certificate  that  is  good  for  1  year  only  is  certainly 
better  than  nothing,  but  it  leaves  people  with  very  little  confidence 
in  their  own  ability  to  continue  to  help  themselves  and  their  fami- 
lies. In  general,  when  we  are  judging  proposals  for  subsidy  pro- 
grams we  ought  to  look  for  long-term  subsidies. 

Ironically,  the  conversion  proposals  that  are  in  the  omnibus  bill 
and  in  the  administration's  proposals  go  exactly  the  wrong  way. 
What  we  are  doing  is  taking  the  section  23  program  and  the  236 
deep  subsidy  program,  both  of  which  are  good — they  are  deep  subsi- 
dies and  they  are  over  a  substantial  period  of  time — and  we  are 
converting  them  to  shorter  term  subsidies. 

Now,  why?  Because  it  saves  money.  But  in  the  long  run  it  is  not 
going  to  save  money.  It  is  just  going  to  create  more  uncertainty. 
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And  what  is  even  worse  than  uncertainty,  when  the  shorter  term 
subsidy  is  used  up  it  is  going  to  cause  displacement. 

Finally,  my  third  point  with  respect  to  taking  care  of  people  de- 
cently and  effectively  is  one  you  have  heard  before,  and  that  is 
keep  the  housing  in  decent  condition,  which  means  basically  pro- 
vide enough  money.  And  I  applaud  the  subcommittee  for  what  it 
has  done  already  and  what  I  believe  it  will  continue  to  do,  and  that 
is  to  provide  adequate  funding  for  public  housing  operating  subsi- 
dies, for  public  housing  modernization,  and  for  the  flexible  subsidy 
for  FHA-assisted  so-called  troubled  projects. 

I  want  to  point  out,  however,  that  in  addition  to  the  basic  reason 
for  doing  this,  which  is  to  provide  enough  money  to  keep  the  hous- 
ing decent,  there  are  other  beneflts  to  doing  it.  One  additional 
benefit  is,  for  both  operating  subsidies  and  modernization  money,  is 
that  it  will  make  available  at  relatively  slight  cost  thousands  of 
units  that  are  now  vacant. 

There  are  at  least — this  is  a  guess,  but  it  is  an  educated  guess 
and  a  conservative  one — there  are  at  least  10,000  empty  public 
housing  units  in  this  country  now,  at  least  10,000  empty  public 
housing  units.  Now,  some  of  them  might  cost  a  couple  of  thousand 
dollars  to  fix  up.  Some  of  them  would  cost  as  little  as  $100  to  fix 
up. 

And  I  know  that  that  is  true.  In  Atlanta  the  housing  authority 
has  said  that  is  true.  It  is  insane,  when  we  have  a  desperate  hous- 
ing crisis,  to  have  thousands  of  publicly  owned  units  held  empty  for 
lack  of  a  little  bit  of  money. 

Another  extra  benefit  for  providing  adequate  operating  subsidies 
and  modernization  money  and  flexible  subsidy  money  is  that  that 
money  will  create  jobs,  immediate  employment.  What  the  public 
housing  authorities  and  FHA  projects  use  that  money  for  is:  They 
hire  maintenance  staff,  they  hire  electricians,  they  hire  janitors, 
they  hire  construction  trade  workers. 

These  are  people  who  desperately  need  jobs,  and  the  public  hous- 
ing program  was  started  as  a  jobs  program  in  the  flrst  place.  Let  us 
put  that  program  back  to  work  putting  people  to  work. 

Finally,  my  third  principle  is — I  think  this  will  surprise  you — my 
third  principle  is,  do  all  of  those  at  the  least  possible  cost  to  the 
taxpayer  and  the  Government.  And  I  have  three  notions  about  how 
to  do  that: 

First  of  all,  let  us  use  what  we  have.  We  have  got  1-million-plus 
public  housing  units.  The  administration  is  proposing  to  demolish 
thousands  of  public  housing  units  this  year  and  thousands  more 
next  year,  and  it  is  proposing  to  sell  public  housing  units. 

Last  week  I  went  out  to  Alexandria  to  see  one  of  the  public  hous- 
ing projects  that  is  proposed  to  be  demolished,  John  Roberts 
Homes.  It  looks  like  Queens.  I  grew  up  in  New  York.  Many  of  you 
probably  are  familiar  with  Queens.  It  is  90  units  of  perfectly  lovely 
one-floor  single-family  housing. 

Now,  I  was  there  last  week.  There  were  no  flowers,  but  I  am  told 
the  gardens  are  very  nice,  the  people  are  lovely.  There  is  no  reason 
to  tear  that  housing  down.  The  housing  authority  wants  to  tear  it 
down  because  there  is  a  Metro  stop  right  across  the  street  and  the 
land  is  now  worth  a  lot  of  money  and  they  can  build  an  office 
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building.  But  there  is  enough  space  there  so  they  can  build  the 
office  building  and  keep  the  housing  up. 

There  is  no  reason  to  demolish  90  units  of  literally  irreplaceable 
public  housing  in  Alexandria,  Va.,  or  anyplace  else  for  that  matter. 
So  I  devoutly  hope  that  this  committee  and  the  Congress  will  tell 
the  administration  really  what  is  in  the  law  now,  but  I  think  you 
will  have  to  make  it  a  little  more  clear  so  they  understand  it:  No 
demolition  and  no  sale  of  public  housing  units  unless  the  units  are 
totally  obsolete,  useless,  and  it  would  not  pay  to  fix  them  up. 

OK.  Keep  the  public  housing  units.  And  another  in  the  keep  and 
use  what  we  have  got:  The  section  8  5-year  contracts  are  starting  to 
expire,  and  HUD  has  sent  out  a  memo  telling  area  and  regional 
offices  that  HUD  will  neither  encourage  nor  discourage  sponsors 
from  opting  out  of  subsidy  programs. 

I  submit  to  the  subcommittee  that  that  is  crazy.  The  Federal 
Government  has  an  enormous  amount  of  money  invested  in  these 
projects.  I  am  a  lawyer.  I  recognize  that  at  least  in  some  of  these 
situations  we  cannot  compel  the  owners  to  continue  in  the  subsidy 
program. 

But  at  least  HUD  ought  to  be  encouraging  the  owners  to  contin- 
ue. It  ought  to  be  urging  them  to  renew  their  5-year  contracts,  not 
just  giving  away  these  projects  into  which  so  much  Federal  money 
has  gone. 

Similarly — and  we  deal  with  this  in  our  testimony — in  many  sit- 
uations the  Secretary  of  HUD  has  to  approve  a  request  of  a  sponsor 
to  prepay  the  mortgage  on  a  subsidized  project,  and  that  approval 
should  not  be  granted  unless  the  Secretary  can  and  does  certify 
that  the  housing  is  no  longer  needed  for  the  purpose  for  which  it 
was  financed  in  the  first  place. 

HUD  property  disposition.  The  subcommittee  is  well  aware  that 
HUD,  and  Farmers  Home  to  a  lesser  extent,  HUD  owns  hundreds 
of  thousands  of  units  of  single  family  and  multifamily  program  all 
over  the  country.  Many  of  those  units,  most  of  them  were  built 
under  subsidy  programs.  They  are  formerly  subsidized  projects. 
The  law  now  requires  that  those  projects  be  sold  only  with  subsidy, 
that  having  been  built  to  serve  low  income  people  with  substantial 
infusion  of  Federal  money,  they  continue  to  serve  low-income 
people.  I  think  the  Congress  is  going  to  have  to  make  even  more 
clear  its  intention  that  those  federally  financed  units  continue  to 
serve  a  Federal  purpose. 

There  are  lots  of  other  examples.  I  will  not  go  into  them  because 
many  of  them  are  in  my  testimony. 

Second,  take  care  of  the  units  that  are  in  the  pipeline.  Those, 
next  to  the  units  that  already  exist,  those  are  the  cheapest  units 
we  will  ever  get.  They  are  furthest  along  in  the  development.  HUD 
says  there  are  700,000  units  in  the  pipeline,  and  every  one  of  those 
700,000  units  ought  to  be  built,  except  in  the  rare  situation  where  a 
project  really  will  not  work,  in  which  case  Congress  is  going  to 
have  to  tell  the  administration  that  the  money  that  is  recaptured  is 
to  be  reobligated. 

And  again  I  want  to  point  out,  we  are  all  concerned  about  unem- 
ployment. The  pipeline  projects  mean  jobs. 

I  understand  that  the  new  middle  income  production  program  is 
motivated  in  substantial  part  by  a  desire  to  provide  jobs  for  people. 
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Those  jobs — I  do  not  like  that  program  anyway,  I  have  to  say,  be- 
cause it  is  not  for  low-income  people.  But  looking  at  it  even  as  a 
jobs  program,  those  jobs  are  years  away.  Congress  has  to  pass  the 
program,  HUD  has  to  issue  regulations,  proposals  have  to  come  in, 
sponsors  have  to  get  sites.  Two  years  is  a  conservative  estimate. 

The  projects  in  the  pipeline  are  jobs  next  month  and  2  months 
from  now  and  3  months  from  now.  From  an  unemployment  point 
of  view.  Congress  ought  to  come  down  very,  very,  very  hard  on 
HUD's  attempt  to  clean  out  not  only  the  202  pipeline  but  the  sec- 
tion 8  pipeline  and  the  public  housing  pipeline  as  well. 

Finally,  do  it  at  the  least  cost  to  the  Government.  What  does  that 
mean  for  new  production  programs?  Well,  the  cheapest  kind  of  pro- 
gram is  a  program  we  are  not  likely  to  see  soon,  and  that  is  a 
direct  Government,  go  out,  get  the  housing,  build  the  project,  elimi- 
nate all  of  the  middlepersons.  Because  as  soon  as  you  put  in 
middlepersons  you  have  profit  and  it  costs  more  money. 

I  do  not  expect  to  see  that  program  this  year  or  next.  But  the 
next  best  thing  is  programs  that  we  have  on  the  books  now.  We 
have  got  the  public  housing  program.  We  have  got  the  Farmers 
Home  programs,  we  have  got  the  202  program.  Those  are  compro- 
mise programs.  The  industry  groups  make  money  on  those  pro- 
grams. If  the  homebuilders  need  work,  let  them  work  at  building 
public  housing  projects. 

I  go  back  to  my  first  principle,  which  is  that  whatever  Federal 
money  is  spent  on  housing  ought  to  be  spent  on  housing  those 
people  who  are  in  the  greatest  need.  For  that  reason,  the  middle 
income  production  program  and  the  revival  of  the  single  family 
production  program  are  proposals  I  personally  cannot,  do  not  en- 
dorse. I  want  to  see  all  of  that  money  go  to  poor  people.  They  are 
the  people  who  need  it  the  most. 

Thank  you,  Mr.  Chairman. 

[Ms.  Roisman  submitted  the  prepared  statement  of  the  National 
Housing  Law  Project  for  inclusion  in  the  record:] 


Digitized  by  VjOOQIC 


322 

STATBIENT 

OP 

THE  NATIONAL  HOUSING  LAW  PROJECT 

BEPORE 

THE  HOUSE  SUBOOMMITTEE 

ON 

HOUSING  AND  COMMUNITY  DEVELOPMENT 

OP  THE  HOUSE  COMMITTEE 

ON 

BANKING,  PINANCE  AND  URBAN  APPAIRS 

March  15,  1982 


Submitted  by 
DAVID  B.  BRYSON 
CATHERINE  M.  BISHOP 
DAVID  MADWAY,  Director 
National  Housing  Law  Project 
2150  Shattuck  Avenue,  #300 
Berkeley,  CA  94704 
Telephone:   (415)  548-9400 

PLORENCE  W.  ROISMAN 
CHRISTOPHER  VISHER 
National  Housing  Law  Project 
1016  16th  Street,  N.W. ,  *800 
Washington,  DC  20036 
Telephone:   (202)  659-0050 


Digitized  by  VjOOQIC 


323 


The  following  statement  is  submitted  to  the  House 
Subcommittee  on  Housing  and  Community  Development  of  the  House 
Committee  on  Banking,  Finance  and  Urban  Affairs  by  the  National 
Housing  Law  Project.   Since  1968,  the  National  Housing  Law 
Project  has  been  a  resource  center  on  housing  matters  for 
attorneys  and  others  who  represent  poor  people  in  all  parts  of 
the  country.  As  a  resource  on  housing  matters,  we  have  been 
intimately  involved  in  both  the  inplenentation  and  enforcement 
of  existing  housing  policies  and  the  developsient  of  new 
programs  and  policies  on  both  the  state  and  federal  levels. 
Our  areas  of  expertise  include  the  federal  rental  and  homeowner- 
ship  programs,  the  federal  community  development  program  and 
its  predecessors,  the  problems  of  displacement,  the  rural 
housing  programs  and  rights  of  tenants  in  the  private  market  to 
decent  housing,  reasonable  rents,  fair  treatment  and  strong 
protections  against  arbitrary  evictions.   Our  activities 
include  providing  assistance  to  attorneys  all  over  the  country 
with  the  routine  housing  problems  their  clients  regularly 
encounter,  as  well  as  major  efforts  to  strengthen  poor  people's 
rights  to  decent  housing  in  Congress,  at  HUD  and  the  Farmers 
Home  Administration,  with  state  and  local  governments,  and  in 
the  courts.   From  this  experience  over  nearly  a  decade  and  a 
half,  we  have  gained  an  extensive  body  of  knowledge  regarding 
the  housing  needs  of  poor  people  and  the  actual  workings  of  the 
federal  programs.   From  that  knowledge,  we  offer  the  following 
suggestions  to  the  Subcommittee. 
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The  federal  government  must  assume  a  leading  role  in 
meeting  the  housing  needs  of  poor  people.   The  governmental 
assistance  must  be  carefully  directed  toward  those  whose 
incomes  are  lowest  and  who  thus  are  in  the  greatest  need. 
Given  the  limited  amount  of  federal  resources  and  the  large 
numbers  of  very  low-income  people  needing  assistance,  housing 
aid  for  middle- income  people  should  be  reduced,  and  the  funds 
should  be  redirected  to  low-income  people,  i.e.,  those  whose 
incomes  do  not  exceed  50%  of  median  income.   Substantive 
housing  programs  which  primarily  benefit  moderate,  middle,  or 
upper-income  persons  should  be  redrafted  to  direct  their 
benefits  to  low-income  people  or  should  be  eliminated.   New 
middle-income  programs,  such  as  a  shallow  subsidy  rental 
housing  new  construction  program,  should  not  be  adopted.  When 
the  limited  federal  resources  are  properly  directed  toward  the 
poorest  people,  then  there  will  be  sufficient  funds  to  ensure 
that  all  who  are  eligible  will  be  served. 

The  existing  stock  of  federally-subsidized  or  insured 
low- income  housing  is  one  of  the  best  resources  we  have  to 
house  low-income  people.   That  housing  must  be  preserved  and 
fully  utilized.   It  must  also  be  maintained  at  low-income  rent 
levels.   There  are  a  number  of  specific  steps  that  can  be  taken 
to  ensure  the  continued  viability  and  availability  of  these 
projects: 
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1.  Public  housing  operating  subsidies  must  be  authorized 
and  appropriated  at  an  adequate  level  to  ensure  proper 
■aintenance  and  repair. 

2.  Modernisation  funds  and  the  flexible  subsidy  —  both 
short-ters  funding  —  should  be  fully  utilized  to  help  preserve 
public  and  subsidized  housing. 

3.  Statutory  limits  must  be  placed  vpon   HUD's  power  to 
allow  demolition  or  other  sale  of  public  housing  projects. 

4.  HUD  must  be  required  to  encourage  owners  of  Section  8 
projects  to  renew  their  five-year  contracts,  when  they  have  the 
option  to  do  so. 

5.  Projects  subsidized  under  the  rent  supplement. 
Section  23  and  Section  236  Rental  Assistance  Program  must  be 
granted  needed  additional  subsidies  for  the  longest  term 
possible. 

Additional  subsidized  rental  housing  must  be  made  available 
to  poor  people.  The  private  market  simply  cannot  supply  the 
number  of  units  which  are  needed  by  low*income  people.   The 
tricXle-down  theory  espoused  at  times  in  years  past  clearly 
does  not  work.   There  are  no  longer  excess  middle-income  units 
in  America  to  trickle  down.  Thus,  if  we  are  to  house  the  poor, 
the  government  must  utilize  a  production  program. 

There  are,  again,  a  number  of  specific  steps  Congress  can 
take  to  ensure  that  these  units  are  added  to  the  supply t 

1.  Congress  must  ensure  that  units  now  in  the  pipeline  are 
constructed. 
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2.  Congress  should  authorizs  and  appropriate  funds  for  new 
units  under  the  public  housing  program*  the  one  viable  program 
which  provides  decent  housing  to  the  poorest  of  the  loi#* income 
families  at  the  least  cost  to  the  federal  government. 

3.  Units  should  be  added  to  the  Section  8  existing 
program,  because  in  certain  housing  markets,  it  does  make 
decent  housing  affordable  for  certain  low- income  households* 

4.  Single-room  occupancy  residential  hotels  must  be  made 
eligible  for  the  federal  housing  programs  to  prevent  their 
rapid  loss  from  the  market* 

5*  Needed  funds  should  not  be  diverted  from  poor  people  to 
fund  middle-income  rental  and  single-family  programs* 

The  rights  of  tenants  in  the  federal  housing  programs  are 
presently  under  attack.   Congress  should  take  steps  to  protect 
and  preserve  those  rights  as  well  as  the  buildings  themselves t 

1.  Tenant  rents  should  be  set  at  25%  of  income  with 
adjustments  necessary  to  treat  households  in  different 
circumstances  equitably. 

2*  Flat  rents  or  minimum  rents  tied  to  utility  costs 
should  be  rejected. 

3.  Housing  subsidies  should  not  be  treated  as  income  and 
food  stamp  benefits  should  not  be  considered  in  calculating 
tenant  rents. 

Included  in  our  statement  are  a  number  of  proposals  that 
can  be  enacted  by  Congress  to  meet  the  objectives  of 
preserving,  maintaining  and  increasing  the  number  of  units 
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available  to  low-incoae  faailies  without  incurring  substantial 
or  additional  costs  to  the  federal  government.   By  highlighting 
these  proposals,  we  are  not  deviating  from  our  belief  that  for 
low-incose  families  to  be  adequately  housed,  there  must  be  a 
substantial  federal  financial  commitment.  The  non-financial 
proposals  includes 

1*   Limitations  on  the  demolition  and  disposition  of  public 
housing  units. 

2.  The  requirement  that  all  assisted,  insured,  HUD-held  or 
HUD-owned  mult i family  housing  projects  must  be  maintained  in  a 
decent,  safe,  and  sanitary  condition. 

3.  Limitations  on  HUD's  approval  of  any  mortgage 
prepayment  for  federally-assisted  multifamily  projects. 

4.  Ensuring  that  single-room  occupancy  (SRO)  housing  is 
not  excluded  from  the  federal  housing  assistance  programs. 

PRESERVATIOH  OF  EXISTING  UK ITS 
Public  Housing  Operating  Subgidica         • 

In  order  to  preserve  the  valuable  stock  of  public  housing 
units,  operating  subsidies  for  public  housing  must  be  adequate 
to  ensure  proper  maintenance  and  repair.   Inadequate  operating 
subsidies  are  nothing  more  than  a  slow  death  for  public 
housing.  The  lack  of  adequate  funds  over  a  period  of  time 
produces  the  ** troubled  projects'*  which  in  turn  create 
substantial  additional  financial  burdens  on  the  federal  and 
local  governments.  Tenants  suffer  because  units  are  boarded-up 
and  unavailable,  crime  increases,  the  condition  of  the  premises 
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deteriorates  rapidly  and  morale  and  pride  in  one's  living 
environment  disappears.   For  FY  *  82  there  is  a  need,  based  x:^>on 
the  performance  funding  system  (i.e.,  100%  PFS),  for  il.401 
billion  of  operating  subsidies.   Of  that  amount  il.l52  billion 
has  been  appropriated,  thus  Congress  should  appropriate  a 
supplement  of  i250  million.   For  FY  '83  the  authorization  for 
public  housing  operating  subsidies  should  be  il.6  billion. 
This  figure  is  based  upon  a  projection  of  100%  of  PFS  for 
FY  '83. 
Public  Housing  Modernization 

The  need  for  public  housing  modernization  is  so  apparent 
that  even  this  administration  has  requested  an  allocation  of 
i90  million  of  contract  authority  (and  il.8  billion  of  budget 
authority)  for  FY  '83.   By  allowing  for  the  fact  that  some  PHXs 
may  opt,  if  given  the  choice,  to  convert  outstanding 
reservations  for  new  construction  to  modernization,  HUD  appears 
to  admit  that  the  need  for  modernization  is  greater  —  perhaps 
substantially  greater  —  than  i90  million  for  FY  '83.   If  the 
need  is  greater  than  i90  million  and  PHAs  are  able  to  absorb 
the  funds.  Congress  should  be  prepared  to  authorized  more 
modernization  funds. 

The  administration  anticipates  that  it  will  offer  to  PHAs 
the  choice  of  cancelling  the  outstanding  reservations  for 
construction  of  new  public  housing  units  and  using  a  portion  of 
the  balance  for  modernization  of  existing  projects.   U.S.  Dep't 
of  HUD,  Summary  of  the  Fiscal  Year  1983  HUD  Budget,  p.  H-5 
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(February  1982),  hereinafter  referred  to  as  HUD  Budget  FY  *83. 
We  oppose  offering  PHXs  that  option.   The  reservations  for 
public  housing  new  construction  were  entered  into  consistent 
with  authorization  levels  and  needs  determinations  as 
determined  by  Congress  in  prior  years.  The  mix  between 
■odernization  and  new  construction  established  by  prior 
legislative  action  should  be  Maintained  and  not  be  reallocated 
by  administrative  whim.   The  need  in  a  community  for  both  newly 
constructed  public  housing  units  and  modernization  is  great. 
If  the  administration  sees  a  need  and  wants  to  increase  the 
amount  of  contract  authority  available  for  modernization,  it 
should  do  so  by  increasing  its  request  for  modernization  in  FY 
*83. 
Troubled  Projects  (Flexible  Subsidy) 

The  flexible  subsidy  program  for  FHA  subsidized  projects, 
like  the  modernization  program  for  public  housing,  is  an 
invaluable  tool  for  providing  assistance  to  restore  and 
maintain  the  low-income  character  of  assisted  projects  through 
better  management  and  improved  physical  conditions.  When 
administered  most  effectively,  this  program  can  be  used  to 
leverage  additional  financial  commitments  by  the  owners. 

HUD's  failure  to  provide  the  flexible  subsidy  to  projects 
which  are  in  need  will  be  costly  to  the  government.  The 
flexible  subsidy  was  enacted  to  keep  projects  from  going  into 
default  and  to  prevent  the  tremendous  drain  on  the  insurance 
funds  when  projects  go  into  assignment.   The  failure  to  aid 
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projects  now  will  aean  payment  of  insurance  claias  later.   The 
cost  of  such  payaents  will  be  exorbitant.   Indeed,  when  HUD 
requested  the  flexible  subsidy  program  in  1978,  Assistant 
Secretary  Simons  testified  that  if  the  program  were  not  enacted 
"HUD  could  easily  find  itself  the  owner  of  1,286  .  •  . 
[troubled]  projects  or  an  estimated  150,000  units'*  with 
consequent  "[iDosses  to  the  insurance  fund  alone  ...  in 
excess  of  t2   billion."   Hearings  before  the  Senate  Committee  on 
Banking  and  Urban  Affairs,  95th  Cong.  2st  Sess.,  on  Distressed 
HUD-Subsidized  Multi family  Housing  Projects,  October  14  and  17, 
1977,  p.  135. 

It  is  our  understanding  that  the  HUD  area  offices  have 
reported  to  the  Central  HUD  Office  that  there  is  a  need  for 
approximately  tlOO  million  of  flexible  subsidy  funds.   It  is 
also  our  understanding  that  these  estimates  are  lower  than  the 
actual  need.   Upon  this  information,  we  urge  that  Congress 
should  authorize  at  least  tlOO  million  for  the  flexible  subsidy 
program.   Additional  funds  should  be  appropriated  in  FY  '83  to 
stop  the  deterioration  of  units  and  to  ensure  that  units  are 
not  boarded  up  or  otherwise  held  off  the  market  because  of 
their  sub-standard  condition.   Carryover  funds  and  the  funds 
returned  to  the  reserve  fund  (t8  million  and  t24  millon 
respectively)  should  be  fully  utilized.   But  they  are  not 
adequate  to  do  the  job  as  quickly  as  it  must  be  done. 
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Finally,  HUD  should  be  specifically  instructed  to  sake 
flexible  subsidy  funds  available,  if  necessary,  to  state  aided 
projects.  There  is  no  reason  to  distinguish,  as  HUD  apparently 
wants  to,  between  federally  insured  and  state  aided  projects  in 
the  allocation  of  flexible  subsidy  funds.   See  HUD  Budget 
FY  *83  p.  H-23. 
Section  8  Five  Year  Contracts 

Prior  to  1979,  it  was  HUD*s  practice  in  the  Section  8  new 
construction  and  substantial  rehabilitation  program  to  enter 
into  five  year  contracts  with  renewals,  at  the  sole  option  of 
the  owner,  for  additional  five-year  terms  up  to  maximum  periods 
of  20,  30  or  40  years.   See  24  C.F.R.  §§  880.109,  881.109, 
886.213,  883.708  (1979)  (now  superseded).   Even  today, 
contracts/  for  Section  8  subsidies  for  troubled  FHA- subsidized 
projects  are  only  for  five  years  and  renewable  only  if  both  HUD 
and  the  owner  agree.   24  C.F.R.  §  886.111. 

HUD  anticipates  that  approximately  1,000  units  of  Section  8 
new  construction  will  not  be  renewed  this  year  as  a  result  of 
the  expiration  of  the  5-year  terms.   HUD  Budget  FY  * 83  at  H-3. 
It  is  our  understanding  that  HUD  has  taken  the  position  that  it 
will  neither  encourage  nor  discourage  owners  from  renewing 
their  contracts.   HUD  should  not  be  permitted  to  take  a  neutral 
position  on  this  issue.   HUD  should  be  obligated  to  take  all 
reasonable  steps  to  ensure  that  owners  of  Section  8  new 
construction,  substantial  rehabilitation  and  additional 
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assistance  projects  renew  their  Section  8  contracts  and  fully 
utilize  the  subsidies  available  under  the  new  contracts* 
Public  Housing  D^molltiori  and  Disposition 

HUD  anticipates  that  5,000  units  of  public  housing  that  are 
currently  occupied  by  tenants  will  be  demolished  or  disposed  of 
in  FY  '83.   It  is  not  clear  from  the  HUD  Budget  for  FY  '83  how 
many  more  units  of  public  housing  that  are  unocciipied  may  be 
demolished  or  disposed  of  in  the  coming  fiscal  year.   (See  HUD 
Budget  FY  *83,  p.  H-3.)   This  anticipated  loss  of  low*income 
housing  units  is  in  stark  contrast  to  the  fact  that  HUD  is 
proposing  that  no  new  public  housing  units  be  authorized  for 
FY  '83.   In  evaluating  the  consequences  of  a  proposed  reduction 
of  at  least  5,000  units  of  public  housing,  it  should  be  noted 
that  it  represents  15%  of  public  housing  completions  for  FY  *81. 

It  is  beyond  dispute  that  the  number  of  low- income  housing 
units  is  far  beneath  the  needs  and  demands  of  low-income 
tenants.   Units  should  not  be  taken  away  from  this  limited 
supply.   In  particular,  no  units  should  be  disposed  of  or 
demolished  if  they  are  occupied. 

The  public  housing  statute  should  provide  that  public 
housing  units  may  not  be  demolished  or  disposed  of  if  there  is 
need  for  low- income  units  in  the  community,  provided,  however, 
that  if  the  cost  of  replacing  them  by  new  construction  is 
cheaper  than  rehabilitation,  the  units  may  be  disposed  of  or 
demolished  if  they  are  in  fact  replaced.   Standards  should  be 
provided  for  approving  a  disposition  or  demolition  plan  once  it 
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is  determined  that  the  costs  of  rehabilitation  are  excessive 
despite  the  need  for  low-income  housing  in  the  community. 

The  existing  statutory  provisions  are  not  explicit  enough. 
42  U.S.C.  §  1437d(f).   To  rectify  that  problem,  the  public 
housing  statute  must  be  amended  to  provide  that  disposition  and 
demolition  of  public  housing  units  shall  be  permitted  only  if t 
o    it  is  determined  that  the  units  are  in  excess  of  the 

local  need  for  low-income  housing;  or 
o    if  it  is  cheaper  to  replace  the  units  by  new 

construction  than  by  rehabilitation  and  the  units  are 
in  fact  replaced. 
In  the  event  that  there  is  a  need  for  low-income  housing  but 
the  rehabilitation  costs  are  in  excess  of  new  construction 
costs,  the  statute  should  provide  that  disposition  or 
demolition  may  occur  only  if x 
o    HUD  approves 
o    units  are  replaced  upon  a  one-for-one  basis  within  the 

community 
o    full  relocation  benefits,  including  the  right  to  move  , 
into  a  replacement  unit,  are  awarded  to  all 
displacees,  and 
o    tenants  residing  in  the  units  and  local  tenant 

councils  have  been  given  a  12-month  notice  of  the 
proposed  action,  are  fully  involved  in  the  decision 
making  process,  and  concur  in  the  final  plan  for 
disposition  or  demolition. 
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Finally,  the  Secretary  should  be  authorised  to  recapture 
any  contract  authority  that  may  be  aade  available  as  a  result 
of  the  demolition  or  disposition  and  required  to  apply  such 
recaptured  authority  to  the  construction  or  acquisition  of  new 
public  housing  units. 

Cqnv^raion  of  rent  supplement.  Section  236  rental  aaaistance 
payment g  (RAP)  and  Section  23  con tract g  to  Section  8 

The  need  to  convert  rent  supplement  and  RAP  contracts  to 
Section  8  arises  because  contract  authority  under  those 
programs  has  been  practically  exhausted.   The  Section  23 
conversions  are  being  pursued  due  to  HDD's  tenination  of  the 
program.   It  appears  that  the  conversions  for  the  rent 
supplement  and  RAP  programs  will  be  for  a  maximum  term  of  5 
years.   In  contrast,  the  Section  23  conversions  appear  to  be 
proposed  for  15  years,  which  is  time  enough  to  ensure  that  all 
Section  23  projects  will  be  converted  for  at  least  the  full 
original  contract.   HUD  Budget  FY  '83  p.  H-7.   See  also  42 
U.S.C.  §  1421  (note);  Pub.  L.  No.  93-383,  §  208,  88  Stat.  669, 
as  amended  by  Pub.  L.  No.  95-128,  §  201(h),  91  Stat.  1129. 
Rent  supplement  and  RAP  tenants  and  project  owners  should  be 
treated  the  same  as  Section  23  owners  and  tenants.  All  rent 
supplement  and  RAP  contracts  should  be  converted  to  Section  8 
contracts  for  at  least  the  full  term  of  the  original  contract. 
There  is  no  reasonable  justification  for  treating  these 
conversions  differently. 
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By  offering  5-year  Section  8  contracts*  as  opposed  to 
Section  8  contracts  with  a  term  at  least  equal  to  the  tern  of 
the  original  subsidy  contracts,  HUD  is  only  delaying  for  5 
yaars  the  probable  default  and  foreclosure  of  a  najority  of  the 
rent  supplement  and  RAP  projects.  The  Magnitude  of  such 
defaults  or  foreclosures  will  create  a  significant  drain  on  the 
insurance  fund.   The  feasibility  of  each  of  these 
federally- insured  projects  was  and  continues  to  be  dependent 
i^^on  the  rent  aupplenent  and  RAP  contracts.  Thus,  by  not 
entering  into  Section  8  contracts  for  at  least  the  full  tern  of 
the  original  subsidy  contract,  HUD  is  seriously  threatening  the 
feasibility  of  each  of  these  projects  and  projecting 
foreclosure  within  5  years. 

Any  rent  supplement  or  RAP  contract  authority  recaptured 
because  of  conversions  should  not  be  rescinded  while  there  are 
rent  supplement  contracts  outstanding.  The  contract  authority 
should  be  kept  available  to  amend  the  contracts  for  all  the 
8tate-aid«a  projects  that  are  not  being  converted  and  any  other 
contracts  that  cannot  be  converted  to  a  Section  8  contract  for 
the  full  term  of  the  original  subsidy  contract.   Holding  the 
contract  authority  in  reserve  for  such  emergencies  is  prudent 
planning  and  costs  the  government  nothing  until  it  is 
utilized.   Hon-insured,  state  aided  projects  must  not  be  left 
without  necessary  funds  to  fulfill  the  purposes  for  Which 
Congress  intended  them  originally. 
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Finally,  care  should  be  taken  so  that  in  the  conversion 
process  the  Secretary  does  not  give  up  the  right  to  approve  the 
prepaynent  of  the  underlying  aortage  (see  pages  15-17  infra)  or 
the  right  to  require  that  the  project  be  Maintained  for  low- 
and  Boderate-incoae  purposes  for  the  full  mortgage  teni. 
Duty  to  Maintain  Federally  Assisted  Housing  in  a  Decent,  Safe, 
Sanitary  and  Secure  Condition,  and  in  Coapliance  with 
Applicable  Health  and  Safety  Codes > 

Since  1949,  the  purpose  of  the  various  federally  assisted 
housing  programs  has  been  to  provide  decent,  safe,  and  sanitary 
housing.   This  statutory  objective  was  recently  reemphasized  in 
1978  for  HUD-owned  Bultifanily  projects  and  in  1980  for  public 
housing  projects  receiving  comprehensive  improvement 
assistance.   See  12  U.S.C.  §  14371  and  12  U.S.C.  i   1715z-la. 
Despite  this  clear  statutory  objective,  a  United  States  Court 
of  Appeals  recently  determined  that  public  housing  tenants  have 
no  right  to  expect  that  their  units  will  be  maintained  in  a 
safe,  sanitary  or  decent  fashion.   Perry  v.  Housing  Authority 
of  Charleston,  664  F.2d  1210  (4th  Cir.  1981).   Such  a 
determination  should  not  be  permitted  to  stand.   In  order  to 
ensure  preservation  of  all  low-income  units.  Congress  should 
enact  legislation  which  requires  that  all  multifamily  projects 
whether  they  are  assisted,  insured,  held,  or  owned  by  the 
federal  government  be  maintained  in  a  decent,  safe,  and 
sanitary  condition,  that  they  be  secure,  and  that  they  comply 
with  local  health  and  safety  standards. 
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We  therefore  suggest  thet  legisletion  be  adopted  which 
states  tint: 

(1)  All  snltifasily  housing  projects  assisted  under 
the  United  St&tes  ^usir^  Act  of  1937,  Section 
23 1  ..  ^..£  proviso  of  Section  221(d)(5)  of  the 
5a^io:vAl  Housing  Act.  Section  101  of  the  Bousing 
ax»d  Urisan  Dev^Iope^at  Act  of  1965.  Title  V  of  the 
Boosiog  Act  of  1949,  Section  2Qt  at   the  Housing 
tet  o£  1959«  or  Section  31^  of  the  Boasin^  Act  of 
1964,  and/or  insured  und^r  the  Kat tonal  Housing 
Act  or  the  Bousing  Act  of  1949  fihall   for  the 
special  benefit  of  tenants  residing  or  seeking  to 
reside  iherein.  coaply  with  all  applicable  laws 
xftlating  to  th«  public  health  and  safety  and 
loo«I  housing  and  building  c^>de5  and  shall  be 
■aintained  in  a  decent,  safe,  sanitary  and  secure 
condition; 

(2)  As  used  in  this  section,  "Multifasily  housing 
project"  also  includes  any  su^t  ^^iiaily  housing 
project  whose  mortgage  ifi  held  by  the  Secretary 

of  the  Departx.t.;.  o;  Housing  ^nd  Urban 
Developeent  or  the  Farsers  Hoae  Adainistration, 
and  any  sultlfaslly  housing  project  which  has 
been  acquired  by  the  Secretary  of  the  Departsent 
of  Sousing  and  Urban  Development  or  the  Famers 
Hone  Adainistration  pursuant  to  any  provision  of 
law. 

Prepaynent  of  Federally  Assisted  Mortgages 

Owners  of  Section  221(d)(3)  BMIR  (below  narket  interest 

rate)  projects  and  limited  dividend  owners  of  Section  236 

projects  are  currently  bound  by  contract,  i.e.,  by  deed  of 

trust  notes,  and  by  regulation,  to  obtain  Secretarial  approval 

in  order  to  prepay  their  mortgages  within  20  years  from  the 

date  the  mortgage  was  executed.   Owners  of  rent  supplement 

projects  and  nonprofit  owners  of  Section  236  projects  are 

currently  bound  by  contract,  i.e.,  by  deed  of  trust  notes,  and 

by  regulation,  to  obtain  such  approval  during  the  entire 
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mortgage  period,  i.e.,  a  full  40  years.   These  projects  were 
built  for  low-  and  moderate- income  people,  yet  some  owners  are 
seeking  to  prepay  the  mortgages  on  the  projects  and  to  convert 
the  projects  to  middle-income  condominiums  or  apartments. 
Since  the  existing  supply  of  federally  assisted  housing  is  so 
limited,  and  since  it  is  far  less  expensive  to  preserve  units 
than  to  construct  new  ones.  Congress  should  take  action  to 
ensure  that  these  projects  will  be  preserved  as  long  as 
possible  for  low-income  use. 

Accordingly,  we  recommend  that  Congress  enact  legislation 
which  will  prevent  HUD  from  granting  permission  to  prepay  the 
mortgages  on  these  projects,  during  any  period  in  which  such 
permission  is  required  by  contract,  unless  the  Secretary 
ensures  that  the  project  will  be  retained  for  low-  and  moderate- 
income  use  after  sale  or  the  Secretary  determines  that  there  is 
no  longer  a  need  for  such  housing  to  remain  available  fpr  low- 
and  moderate- income  use.   Additionally,  before  the  Secretary 
takes  any  action  on  a  prepayment  request,  the  Secretary  should 
notify  the  tenants  of  the  owners*  request  and  provide  the 
tenants  with  an  opportunity  to  comment  upon  the  request. 
Similar  legislation  should  be  enacted  for  projects  receiving 
loans  under  Section  202  of  the  Housing  and  Urban  Development 
Act  of  1959  if  such  projects  have  contractual  limitations  on 
their  ability  to  prepay  their  mortgages. 
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We  propose  the  following  statutory  language: 

(1)  The  Secretary  of  HUD,  during  any  period  in  which 
an  owner  of  a  aultifamily  housing  project 
assisted  under  Section  236  or  the  proviso  of 
Section  221(d)(5)  of  the  National  Housing  Act,  or 
Section  101  of  the  Housing  and  Urban  Developaent 
Act  of  1965*  is  required  by  contract  to  seek 
Secretarial  approval  for  prepayment  of  the 
■ortgage,  shall  not  accept  an  offer  to  prepay  the 
■ortgage  on  such  project  unless  (a)  the  Secretary 
has  ensured  that  the  project  will  be  retained  as 
low-  and  BOderate- income  housing  after  sale  for  a 
period  which  is  at  least  as  long  as  the  remaining 
term  of  the  owner's  low-  and  moderate- income  use 
obligation,  or  (b)  the  Secretary  has  determined 
that  there  is  no  longer  a  need  for  such  housing 
to  remain  available  for  low-  and  moderate- income 
use. 

(2)  The  Secretary  shall  notify  tenants  of  an  owner's 
request  for  approval  of  a  prepayment,  and  shall 
provide  the  tenants  with  an  opportunity  to 
comment  on  the  owner's  request. 

ENSURING  THAT  PROJECTS  IN  THE  PIPELINE 

ARE  CONSTRUCTED 

The  administration's  budget  documents  state  that  there  are 

700,000  units  of  housing  in  the  pipeline,  i.e.,  units  in 

projects  for  which  funds  have  been  appropriated  by  Congress  and 

reserved  in  contracts  by  HUD  but  which  have  not  yet  proceeded 

to  occupancy.   HUD  Budget  FY  '83,  p.  H-2  (February  1982).   HUD 

administratively  is  doing  everything  it  can  to  prevent  the 

construction  of  those  units  which  have  not  yet  proceeded  to 


*As  noted  above,  Section  202  of  the  Housing  Act  of  1959 
should  be  added  if  owners  of  projects  assisted  under  this 
program  have  contractual  limits  on  their  ability  to  prepay. 
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construction.   For  Section  202  projects  the  Central  Office  has, 
by  telex,  directed  the  field  offices  to  refuse  contract 
extensions  needed  to  get  projects  to  construction,  extensions 
which  ordinarily  would  be  granted.   For  all  other  Section  8 
projects,  the  Central  Office  has  directed  the  field  offices  to 
refuse  extensions  for  projects  which  do  not  have  viable 
financing,  either  under  the  GIJIMA  Tandem  Program  or  by  utilizing 
the  financing  adjustment  factor,  which  requires  construction  to 
commence  by  June  1,  1982.   Similar  pressures  are  being  put  upon 
public  housing  projects  in  the  pipeline.   In  fact,  in  the 
budget  the  administration  appears  to  predict  that  400,000  of 
the  pipeline  projects  will  never  see  the  light  of  day.   Id. 
And  when  the  reservations  are  cancelled,  the  recaptured  funds 
will  not  be  used  for  new  projects. 

Congress  must  take  steps  to  ensure  the  development  of  these 
projects,  for  which  Congress  has  already  appropriated  funds  and 
HUD  has  already  made  contractual  commitments.   HUD  must  be 
directed  not  to  cancel  the  reservation  of  funds  for  these 
projects  and  to  rescind  any  cancellations  which  it  has 
undertaken  by  the  time  the  legislation  passes.   In  addition. 
Congress  must  authorize  and  appropriate  sufficient  GNMA  Tandem 
funds  to  finance  the  projects  in  the  pipeline.   Congress  should 
direct  HUD  to  make  the  financing  adjustment  factor  available  on 
a  permanent  basis  and  to  eliminate  the  June  1,  1982 
construction  date  requirement.   Finally,  Congress  must  refuse 
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to  approve  the  proposed  rescission  of  the  1982  appropriations 
for  new  subsidized  units. 

ADDITIONAL  UNITS 
Public  Housing  New  Production 

Through  the  years,  the  public  housing  program  has  been  the 
one  viable  prograa  that  provides  decent,  safe,  and  sanitary 
housing  to  low-incoae  families  at  the  least  cost  to  the  federal 
government.   The  fact  that  the  public  housing  program  is  a 
comparatively  cheap  program  was  just  reemphasized  by  the 
President's  Commission  on  Housing.   In  the  Interim  Report,  the 
Commission  noted  that  the  median  cost  for  public  housing  units, 
including  operating  subsidies  and  subsidies  for  debt  service 
and  modernization,  is  much  lower  than  the  subsidy  projected  for 
the  voucher  payment  program.   (Although  we  have  not  seen  the 
HUD  analysis  to  which  the  note  refers,  we  assume  that  the  costs 
are  much  lower  because  the  debt  service  on  older  projects  is 
fixed  and,  over  time,  pales  in  comparison  to  the  debt  service 
paid  for  housing  on  the  private  market,  even  for  existing.   See 
also  U.S.  General  Accounting  Office,  Section  236  Rental  Housing 
—  An  Evaluation  With  Lessons  for  the  Future  (January  10,  1978) . 

The  biggest  problem  facing  public  housing  is  its  image. 
The  general  public  believes  (because  of  the  disproportionate 
coverage  that  is  given  to  the  program's  failures),  that  public 
housing  is  all  highrises,  run-down,  mismanaged,  and 
crime-ridden.   The  fact  is  that  most  public  housing  is 
low-rise,  decently  maintained,  well  managed,  financially 
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solvent,  and  most  iaportantly,  appreciated  by  the  tenants. 
HUD,  Office  of  Policy  Development  and  Research,  Residents' 
Satisfaction  in  HUD-Aagisted  Houaing,  3-1,  3-5  (March  1979) . 
The  successful  projects  far  outnumber  the  "troubled  projects." 
The  successful  ones  are  located  in  both  small  towns  and  large 
cities.   They  are  run  by  both  large  and  small  PHAs.   Even  those 
PHAs  which  have  the  worst  reputations  for  poor  management  run 
some  projects  that  must  be  considered  successful.   For  an 
overview  to  support  this  more  accurate  picture  of  public 
housing,  you  need  only  look  to  HUD*s  1979  study,  in  which  it 
found  that  not  more  than  15%  of  the  public  housing  in  the 
country  can  be  categorized  as  troubled  or  distressed.   See  HUD, 
Office  of  Policy  Development,  Division  of  Policy  Studies, 
Problems  Affecting  Low  Rent  Public  Housing  Projects,  Table  5-1, 
p.  3  (January  1979) . 

There  is  no  doubt  that  there  is  a  need  for  public  housing. 
The  waiting  lists  for  public  housing  alone  are  staggering  and 
admittedly  greatly  underestimate  the  need.   The  private  market, 
even  with  HUD  assistance,  has  never  been  able  adequately  to 
house  the  poor.   Families  with  children,  minorities  and  single 
parent  households  in  particular  face  the  most  difficulty 
finding  housing.   A  recent  study  conducted  by  the  Pratt 
Institute's  Center  for  New  York  City  found  that  54%  of  the 
Section  8  certificate  holders  who  wanted  to  or  were  forced  to 
move  were  unable  to  participate  in  the  program.   See  Impact  of 
a  Housing  Voucher  Program  on  New  York  City's  Population, 
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prepared  by  Pratt  Institute  Center  for  Comaunity  and  • 
Environnental  Development,  p.  25  (November  1981).   Families 
unable  to  use  the  certificates  were  disproportionately 
low-income,  minority  households  with  children,  and  non-elderly 
adults.   The  results  for  the  Section  8  new  construction  program 
are  not  substantially  different.   A  recent  HUD  study  indicates 
that  non-whites  are  substantially  under rep resented  in  Section  8 
new  construction  projects.   See  Vernarelli,  Integration  and 
Section  8  New  Construction,  HUD,  Division  of  Housing  Assistance 
Research  (April  1981).   Thus,  it  is  clear  that  a  new 
construction  public  housing  program  is  needed  if  low-income 
families,  especially  minorities,  families  with  children,  and 
non-elderly  adults  are  to  be  adequately  housed. 

A  minimum  authorization  level  should  be  enacted  to  provide 
for  at  least  35,000  new  units  of  public  housing.   This  number 
of  units,  although  relatively  modest  in  comparison  with  prior 
years,  is  consistent  with  the  reservations  starts  and 
completions  for  FY  '81  and  FY  '82. 
Section  8  Existing 

The  Section  8  existing  housing  program  is  a  viable  housing 
program  in  certain  housing  markets,  where  the  vacancy  rate  is 
not  unsubstantial;  for  tenants  needing  units  with  fewer 
bedrooms;  for  the  elderly;  and  for  non-minority  families* 
Because  the  Section  8  existing  housing  programs  meets  a  real 
need  in  certain  housing  markets  and  among  specific  classes  of 
low-income  families,  we  support  an  authorization  of  100,000 
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additional  units  of  Section  8  existing  housing. 
Modified  Section  8  Existing  Housing  Prograa 

The  administration  is  proposing  a  modified  Section  8 
program  but  has  only  generally  described  the  program  in  the  HDD 
Budget  for  FY  *83.   It  is  apparent,  however,  that  the  program 
would  vary  to  the  detriment  of  low-income  tenants  from  the 
existing  Section  8  housing  program  in  three  major  ways.   First, 
the  tenant's  subsidy  would  be  for  a  fixed  amount  representing 
the  difference  between  30%  of  tenant  income  and  the  fair  market 
rent  (FMR)  for  the  existing  units  in  the  area.   A  tenant  would 
be  required  to  pay  more  than  30%  of  income  if  he  or  she  could 
not  find  a  unit  at  the  FMR  level.   If  the  rent  for  the  unit  was 
less  than  the  FMR  level,  the  tenant  would  pay  less  than  30%  of 
income  for  rent. 

Second,  the  contracts  with  the  PHAs  would  be  fixed  for  five 
years.   There  would  be  no  adjustments  available  to  pay 
increasing  rents,  utilities,  etc.   Tenants  would  have  to  pay 
annual  increases  out  of  their  own  pockets.  Alternatively, 
presumably,  through  attrition,  fewer  tenants  could  be  served 
and  the  "savings"  spread  to  the  remaining  tenants  to  cover 
increases  in  rent. 

Third,  the  modified  Section  8  program  is  worth  less  to  any 
particular  current  Section  8  participant  because  the  FNRs  would 
be  recalculated  and  reduced  by  15-20%. 

As  outlined,  we  cannot  support  the  modified  Section  8 
program  and  urge  Congress  to  reject  it  too.   For  any  housing 
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subsidy  prograa  to  work,  two  elenents  aust  be  present.   First, 
the  subsidy  must  be  adequate  to  make  the  housing  affordable. 
Second,  the  housing  paid  for  must  be  decent,  safe  and 
sanitary*  The  adainistration' s  proposal  fails  on  both  counts. 
With  respect  to  the  former,  the  subsidy  as  proposed  is  wholly 
inadequate  and  anticipates  a  substantial  contribution  by  the 
tenant,  if  not  initially,  certainly  over  tiae. 

With  respect  to  the  second  condition,  the  adninistration* s 
proposal  is  silent.  We  therefore  urge  that  if  a  Modified 
Section  8  program  is  to  be  adopted,  BiniBuii  federal  standards 
of  decent  housing  should  be  established.   The  standards  should 
be  similar  to  those  already  developed  under  the  existing 
Section  8  program.   See  24  C.F.R.  §  882.109.   Local 
jurisdictions  could  adopt  or  use  their  own  standards  provided 
that  the  minimum  federal  requirements  are  met.   Federal 
minimums  are  necessary  because  many  jurisdictions,  especially 
rural  ones,  do  not  have  housing  codes.   Landlords  who  rent  to 
modified  Section  8  recipients  must  be  obliged  to  ensure  that 
the  housing  they  rent  is  in  compliance  with  local  codes  and  the 
federal  minimum  standards* 

Enforcement  of  the  habitability  standards  should  rest  with 
both  the  local  administering  agency  and  the  tenant*  The  local 
agency  should  inspect  the  units,  help  mediate  disputes  between 
the  tenant  and  the  landlord,  and  support  tenants  in  eviction 
actions  where  there  is  a  habitability  defense.   The  federal 
statute  must  guarantee  the  right  to  raise  the  lack  of 
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habitability  as  a  defense  to  an  eviction  action  or 

af firaatively  in  a  daaage  action  against  the  landlord.   Without 

these  enforcement  Bechanisms,  a  primary  goal  of  the  modified 

Section  8  program  —  adequate  housing  —  would  not  be  met.   At 

the  same  time,  the  statute  should  be  clear  that  the  PHA  should 

not  be  allowed  to  deprive  a  family  of  its  modified  Section  8 

benefits  merely  because  its  landlord  has  not  complied  with  the 

applicable  standards. 

Single  Room  Occupancy  Housing 

As  the  Subcommittee  is  well  aware,  single  room  occupancy 
residential  hotels  constitute  the  segment  of  the  housing  stock 
which  is  most  rapidly  disappearing.  Despite  many  myths  to  the 
contrary  these  residential  hotels  do  provide  satisfactory  homes 
for  hundreds  of  thousands  of  people  in  all  parts  of  the 
country,  both  big  cities  and  small  towns.   For  most  of  these 
people,  many  of  whom  are  elderly,  retired  individuals,  no 
affordable  alternative  housing  is  available  when  their 
residences  are  demolished  or  converted  to  non-residential  use. 

In  the  past,  efforts  have  been  made  to  ensure  that  single 
room  occupancy  housing  units  are  not  denied  the  federal  housing 
subsidies  which  they  need  to  ensure  their  preservation.   In 
1980,  Congress  responded  by  making  them  eligible  for  the 
Section  312  program  and  in  1981  they  were  made  eligible  for  the 
Section  8  moderate  and  substantial  rehabilitation  programs. 
However,  HUD  has  not  yet  adopted  any  regulations  to  implement 
these  statutory  changes.   What  is  more  important,  these  three 
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prograas  for  which  SRO's  have  been  made  eligible  are  now 
threatened  with  extinction  just  as  the  SRO's  theaselves  are. 

How  it  is  necessary  to  enact  a  direct,  clear,  self- 
iapleaenting  provision,  that  will  ensure  that  SRO  housing  is 
not  excluded  froa  the  federal  housing  assistance  prograas, 
whatever  font  they  aay  take.   To  do  that,  we  suggest  the 
following  language: 

(1)  Residential  properties  in  which  soae  or  all  of 
the  dwelling  units  do  not  contain  bathrooa  or 
kitchen  facilities  shall  not   on  that  ground,  be 
excluded  froa  the  federal  housing  programs, 
including,  without  liaitation,  programs 
authorized  by  the  United  States  Housing  Act  of 
1937,  as  aaended,  the  National  Housing  Act,  as 
aaended.  Section  101  of  the  Housing  and  Urban 
Developaent  Act  of  1965,  as  aaended.  Section  202 
of  the  Housing  Act  of  1959,  as  aaended.  Title  V 
of  the  Housing  Act  of  1949,  as  aaended,  and  Title 
I  of  the  Housing  and  Coaaunity  Developaent  Act  of 
1974,  as  aaended. 

(2)  Residents  of  or  applicants  for  housing  referred 
to  in  this  section  shall  not  be  denied  the 
benefits  of  the  housing  prograas  listed  in  that 
subsection  on  the  ground  that  they  are  single 

individuals. 

Middle  and  Upper  Income  Prograa 

The  Chairaan's  bill,  H.R.  5731,  includes  a  new  prograa  to 
stiaulate  the  production  and  rehabilitation  of  rental  housing. 
As  we  understand  it,  il.3  billion  would  be  authorized  for 
appropriation  this  year,  to  fund  grants  which  HUD  could 
distribute  to  state  and  local  governaental  agencies.   The  state 
and  local  governaents  would  apply  to  HUD  for  the  funds,  which 
would  be  awarded  on  a  coapetitive  basis.   The  funds  could  be 
used  for  a  nuaber  of  purposes,  including  capital  grants  to 
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developers,  loans  to  developers,  and  interest  reduction 
paynents.   For  a  period  of  15  years,  at  least  20%  of  the  units 
in  a  project  would  have  to  be  made  available  for  occupancy  by 
households  whose  incomes  did  not  exceed  80  percent  of  the 
median  income  for  the  area,  unless  the  developer  is  willing  to 
repay  the  assi stance • 

We  do  not  see  that  this  new  program  will  benefit  the  poor 
people  in  this  country  who  are  desperately  in  need  of  decent 
housing.   The  statute  would  require  the  owners  to  make  20%  of 
the  units  available  to  households  with  incomes  at  the  80%  of 
median  income  level.   The  bill,  however,  limits  the  assistance 
to  items  of  a  capital  and  debt  service  on  capital*   See  Section 
312(d).   Painful  experience  with  the  Section  236  and 
Section  221(d)(3)  BMIR  programs  demonstrate  that  housing 
subsidies  that  are  tied  solely  to  capital  costs  cannot  make 
housing  affordable  by  people  who  are  poor.   Clearly,  they 
cannot  ensure  that  such  housing  will  remain  available  to  them 
over  the  years  as  inflation  drives  operating  costs  upward. 
Furthermore,  the  assistance  is  limited  to  the  least  amount 
needed  to  make  the  reserved  units  affordable  by  families  whose 
incomes  do  not  exceed  80%  of  the  median.   A  HUD  Secretary  who 
desires  to  limit  federal  outlays  is  quite  likely  to  limit  the 
assistance  to  the  amount  necessary  to  bring  the  initial  rents 
down  to  30%  of  the  80%  of  median  income  figure.   Tenants  whose 
incomes  are  beneath  that  level  will  just  have  to  pay  more  of 
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their  incoaes  for  rent,  as  is  now  true  in  the  Section  236  and 
Section  221(d)(3)  BMIR  programs. 

In  practice,  the  tenants  who  rent  these  units  set  aside  for 
•o*called  "low- income**  people  will  be  tenants  at  the  very  high 
end  of  the  0-80%  of  median  income  spectrum.   The  rents  will  be 
set  at  30%  of  that  income  figure.   Thus,  they  will  be  very 
difficult  for  people  with  lower  incomes  to  afford.   The 
buildings  will  be  80%  occupied  by  middle- income  tenants.   Thus, 
the  owners  will  be  easily  able  to  attract  ** low- income"  families 
with  incomes  at  or  very  near  the  80%  of  median  income  level. 
The  owners  will  have  every  opportunity  to  operate  upon  their 
usual  bias  in  favor  of  applicants  with  higher  incomes.  As  the 
bill  is  drafted,  an  owner  could  comply  by  renting  studio  units 
to  one-person  households  whose  incomes  are  beneath  the  80%  of 
median  figure,  even  though  their  incomes  far  exceed  80%  of  the 
median  figure  of  one-person  households. 

One  must  also  remember  what  income  levels  are  approvable 
under  the  80%  of  median  standard.   The  1981  figures  for  80%  of 
median  incomes  are:   ^24,960  in  Seattle;  ^24,400  in  San 
Francisco,  ^23,680  in  Chicago,  il9,520  in  Phoenix;  ^20,240  in 
Dallas;  ^20,960  in  Des  Moines;  i22,880  in  Minneapolis;  tl5,440 
in  Charleston,  South  Carolina,  i25,920  in  Washington,  D.C.; 
i21,040  in  Buffalo,  New  York  and  il9,840  in  Providence,  Rhode 
Island.   Those  families,  even  with  two  children,  are  hardly 
poor.  At  least  under  the  Section  8  and  public  houing  programs 
no  more  than  5%  of  the  new  units  and  10%  of  the  older  units  can 
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be  rented  to  faailies  at  those  high  incoae  levels.  Under  the 
proposed  rental  housing  program,  all  of  the  reserved  units  in 
the  buildings  would  go  to  families  at  those  income  levels,  and 
the  other  80%  of  the  units  would  go  to  more  wealthy  people* 

Even  the  units  which  are  reserved  will  only  be  made 
available  to  "low-income"  tenants  for  15  years,  at  the  most. 
When  one  compares  that  term  to  the  40  years  of  availability 
under  the  public  housing.  Rent  Supplement,  Section  221(d)(3), 
Section  236  and  Section  202  programs,  and  the  20  years 
available  under  the  Section  8  and  FmHA  programs,  one  must 
question  the  wisdom  of  making  such  an  investment  of  federal 
funds  in  units  which  will  be  available  for  such  a  short  term. 
Then  when  one  looks  at  Section  317(b)(1)  one  finds  that  an 
owner  can  remove  the  units  from  the  program  only  by  agreeing  to 
pay  the  Secretary  the  assistance  provided,  plus  simple  interest 
at  the  long-term  treasury  borrowing  rate  if  the  assistance  was 
provided  in  the  form  of  a  loan.   The  obligation  to  pay  back  any 
assistance  granted,  at  no  interest,  or  at  most  at  simple 
interest,  will  not  be  much  deterent  for  the  developer  who  wants 
to  convert  to  condominiums  as  soon  as  the  market  conditions 
improve . 

It  is  also  revealing  to  compare  the  budget  figures  for  this 
program  to  a  number  of  the  other  HUD  programs.  This  program  as 
drafted  will  consume  il.3  billion  of  budget  authority  and  will 
also  require  tl.3  billion  of  outlays  in  the  1983  fiscal  year. 
That  il.3  billion  is  more  than  three  times  the  ^400, 000  of 
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budget  authority  and  outlays  the  UDA6  program  has  been 
operating  upon  for  the  past  few  years.   It  is  almost  one-third 
of  the  amount  available  annually  under  the  Community 
Development  Block  Grant  program  which  has  been  in  place  for 
nearly  eight  years.   It  would  represent,  we  think,  more  in 
annual  federal  outlays  in  the  first  year  of  its  existence  than 
any  other  federal  housing  assistance  program  since  1937.   Yet 
it  is  an  experimental  idea  developed  out  of  heavy  lobbying  and 
political  consideration  with  no  assurance  that  it  will  benefit 
anyone  deserving  of  federal  government  assistance.   Finally, 
that  il.3  billion  of  budget  authority  could  support  as  many 
units  of  newly  constructed  public  housing,  which  really  will 
serve  poor  people,  as  the  12,000  units  that  reportedly  will  be 
reserved  for  "low- income"  tenants  under  this  program. 

If  what  the  Congress  is  concerned  about  is  immediate  relief 
for  the  depressed  residential  construction  industry,  this  is 
not  the  prograiB  to  provide  the  relief.   Only  an  extreme 
optimist  would  predict  that  any  units  will  begin  construction 
under  this  program  before  the  summer  of  1983.   The  spring  of 
1984  would  be  a  much  more  likely  target  date.   In  the  interim, 
this  authorizing  legislation  will  have  to  be  enacted  (Summer 
1982),  appropriations  will  have  to  be  made  (Fall  1982),  0MB 
will  have  to  apportion  the  funds  (Winter  1983),  HUD  will  have 
to  draft,  publish  for  comment,  and  finalize  the  rules  (Spring 
1983)  and  write  the  handbooks  (Spring  1983),  state  and  local 
governments  will  have  to  develop  proposals  and  apply  to  HUD  for 
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funding  (Simmer  1983)  and  in  September  of  1983  HUD  will  finally 
make  the  funds  available.   Then  the  projects  will  proceed  with 
local  approvals,  working  drawings  and  financing  arrangements, 
with  construction  beginning  in  1984.   That  relief  will  hardly 
save  the  presently  beleaguered  construction  industry. 

If  Congress  wants  to  provide  the  relief  needed  now  it 
should  take  the  steps  necessary  to  ensure  that  projects  now  in 
the  pipeline  can  proceed  to  construction.   They  will  create  the 
jobs  which  are  needed  now,  when  they  are  needed.   For 
additional  units.  Congress  should  also  continue  with  the 
present  public  housing  program.   It  is  in  place  and  can  produce 
construction  starts  much  more  quickly  than  an  experimental 
program,  which  will  require  new  rules  and  will  rely  heavily 
upon  state  and  local  government 8  that  do  not  have  the  skilled 
personnel  ready  to  get  the  units  constructed. 
PROTECTING  TENANTS '  RIGHTS 
Tenants'  Rents  Should  be  Haintainedat  2S%  of  Adjusted  Income 

Since  1965,  Congress  has  determined  that  low-income 
families  should  pay  no  more  than  25%  of  their  income  for  rent. 
(See  12  U.S.C.  {  1701s  rent  supplement  program.)  Until  the 
passage  of  the  Omnibus  Budget  Reconciliation  Act  of  1981, 
Congress  had  consistently  applied  this  principle  to  all 
low-income  housing  programs.   See  42  U.S.C.  {  1437a  (public 
housing);  42  U.S.C.  {  1437f  (Section  8);  12  U.S.C. 
{  1715z-l(f)(2)  (Section  236  RAP).   Congress  should  adhere  to 
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the  principle  tliat  loir-iiicoae  tenants'  rents  should  not  exceed 
25%  of  incoae*  and  should  reinstate  this  rent  incoee  ratio. 

The  Bost  recent  Annual  Bousing  Survey  (1979)  shows  that  the 
■edian  percentage  of  incoae  qpent  on  rent  has  just  increased  to 
26%.   The  percentage  of  incoae  ^pent  on  housing  dramatically 
declines  as  income  increases.   The  median  rent  for  a  family  in 
the  i20,000-i25«000  income  range  is  16%  of  income.   Thus  the 
richer  you  are  the  smaller  the  bite  for  housing.   Lo%#- income 
families  Who  typically  expend  all  monthly  income  on  basic 
necessities  of  food,  shelter*  clothing  and  medical  expenses 
should  not  be  forced  to  choose  one  necessity  over  another  or  to 
pay  a  greater  percentage  of  income  for  rent  than  the  average 
American.   The  national  housing  goal  is  to  achieve  without 
delay  a  decent  home  and  suitable  living  environment  for  every 
American.   Inherent  in  that  goal  is  the  objective  that  the 
housing  be  affordable.   Affordable  housing  should  not  be 
defined  as  30%  of  income  for  lowest  income  families  when  the 
median  rent  for  all  renters  has  just  reached  26%  and  is 
substantially  less  for  the  wealthy. 

Congress  should  define  family  income  for  purposes  of 
establishing  tenant  rents.   The  definition  of  income  as 
provided  for  in  the  public  housing  statute  prior  to  the  passage 
of  the  ill-considered  Omnibus  Budget  Reconciliation  Act  of  1981 
should  be  reinstated.   See  Pub.  L.  No.  91-609  {  208(a)  (1970). 
The  Secretary,  who  has  abused  his  power  in  the  past  on  the 
issue  of  defining  public  housing  tenant  income,  should  not  be 
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permitted  to  exercise  his  discretion  to  the  detriment  of 
low-income  tenants,  and  unfettered  by  explicit  Congressional 
guidelines. 

The  administration  is  proposing  that  the  minimum  rent  for 
public  housing  should  be  equal  to  the  cost  of  utilities. 
Congress  should  resist  all  attempts  to  establish  a  minimum  rent 
equal  to  the  cost  of  utilities.  Any  such  form  of  minimum  rent 
would  be  grossly  inequitable.   The  lowest  income  tenants  under 
such  a  system  would  be  required  to  pay  the  greatest  percentage 
of  their  income  for  rent.   If  all  utility  costs  were  paid  for 
by  tenant  rents,  all  incentives  that  currently  exist  for  PHAs 
to  reduce  utility  costs,  weather ize  and  retrofit  would  be 
eliminated.  Tenants  in  general  and  low-income  tenants 
specifically  are  not  in  the  position  to  undertake  significant 
weatherization  or  energy  conservation  techniques.  These  steps 
must  normally  by  undertaken  by  the  landlord  or,  in  the  case  of 
public  housing,  the  PHA.   Passing  on  the  utility  costs  to 
tenants  also  cannot  be  justified  as  a  valid  energy  conservation 
policy  because  of  the  inelasticity  of  low-income  family  energy 
needs.   Low-income  families  do  not  have  extra  rooms  that  they 
can  close  off  and  not  heat,  they  cannot  reduce  the  temperature 
of  the  pool,  etc.  Finally,  it  is  our  understanding  that  the 
majority  of  low-income  tenants  live  in  projects  with 
mastermetered  utilities,  and  central  heating  and  utility 
systems,  thus,  they  have  no  control  over  their  personal 
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consmption  of  utilities,  even  assuming  that  their  consumption 
could  be  reduced. 

The  HOD  Budget  for  FY  '83  does  not  specify  the  exact 
details  about  how  the  minimum  rent  would  be  established.  As  a 
result,  we  must  make  assumptions  about  how  the  minimum  rent 
based  upon  utility  costs  would  work  before  we  show  what  the 
undesirable  consequences  of  such  a  minimum  rent  would  be. 
Assuming  that  the  minimum  rent  would  be  based  upon  the  utility 
costs  of  the  project  or  the  unit  that  the  tenant  is  residing 
in,  tenants*  rents  would  vary  substantially  depending  upon  the 
location  of  the  project  in  the  country  (i.e..  North  or  South), 
as  well  as  in  the  community  (i.e.,  hilltop,  norths ide,  etc.); 
and  the  location  of  the  unit  within  the  project  (i.e., 
detached,  interior,  corner  apartment,  first  floor,  etc.);  the 
age  of  the  project  and  the  heating  system;  and  the  amount  of 
insulation  and  weatherization.   Tenants  living  in  northern 
communities  would  have  to  pay  substantial  portions  of  their 
incomes  for  rent.   A  Massachusetts  study  that  is  now  three 
years  old  shows  that  if  rents  were  based  on  utilities,  some 
tenants  would  have  been  required  to  pay  rents  equal  to  or  in 
excess  of  50%  of  income.   Congress  should  not  support  a 
proposal  that  would  work  such  a  grave  injustice  and  penalize 
the  lowest  income  families  for  living  in  northern  states  or  in 
inadequately  insulated  public  housing  units. 

Finally,  such  a  formula  would  wreak  havoc  with  a  PHA*s 
tenant  selection  and  transfer  policies.   Tenants  within  a 
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particular  community  would  be  clamoring  for  particular  units 
and  rejecting  others  based  upon  projected  utility  costs.   The 
lowest  income  tenants  would  all  want  to  live  in  the  most  energy 
efficient  units. 

Assuming  that  the  minimum  rent  applied  to  all  tenants*  and 
that  it  was  based  on  actual  utility  costs,  tenants  living  in 
mastermetered  units  would  have  no  minimum  rent  because  it  would 
be  impossible  to  determine  the  actual  costs  of  utilities  on  a 
unit-by-unit  basis.   If  average  utility  costs  for  a 
mastermetered  project  were  used  to  set  the  minimum  rent,  the 
tenants  would  be  discriminated  against  because,  unlike  the 
retailmetered  tenants,  they  would  have  no  control  over  their 
utilities  and  thus  no  control  over  the  amount  of  the  minimum 
rent.   If,  on  the  other  hand,  the  mastermetered  tenants  were 
excluded  from  the  minimum  rent  provision,  the  retail  metered 
tenants  would  be  discriminated  against  because  they  would  have 
a  potentially  staggering  minimum  rent  and  the  mastermetered 
tenants  would  not. 

Assuming  that  the  minimum  rents  were  set  at  an  average  of 
all  utility  costs  nationwide,  certain  PHAs  would  receive  a 
windfall  because  utility  collections  would  exceed  utility 
costs.   If  these  windfalls  were  somehow  equalised,  there  would 
still  be  no  incentive  for  the  PHA  to  reduce  utility  costs 
because  all  costs  would  be  covered  by  tenant  rents.   Thus, 
there  would  be  no  savings  realized  by  the  PHA  for  its 
conservation  efforts. 
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Tbe  statute  ifhich  currently  prorides  for  •  ainisoB  rent 
opoo  •  percentage  of  tenant  incoae  (or  tbe  ebelter 
Bt  of  tbe  welfare  grant)  is  Che  aore  equitable  ninii 
rent  provisloo.   If  a  Biniann  rent  is  to  be  supported,  tbe 
current  statutory  provisions  should  be  retained  or  better 
replaced  toy  tbe  5%  of  gross  inrtimr   provisions  in  effect  prior 
to  the  adaption  of  the  Osnibtts  Budget  fteconeiliation  Act  of 
1981.  HIninnn  rents  based  on  utility  costs  should  be  rejected. 

It  has  been  argued  that  the  percefitsi^e  of  incot  fomula 
for  nlni—  rent  is  not  pmdcnt  becanse  it  pcodooes  in  scse 
CBses  sero  rents.  The  fact  of  the  aatter  is  that  the  nui^er  of 
tenawrs  paying  soch  xero  rents  are  virtually  dinininus*   In 
1974  less  than  ooe-balf  of  osfte  percent  of  all  public  bousing 
tenants  paid  xero  rent.   (See  H.&.  flBP.  1114,  93rd  Cong.  2d 
Sens.  1974,  S^^ppleamtal  Tiews  of  Coo9re««mar.  Joe  Moakley  to 
H.&.  15361.)   Even  if  the  nu^>er  of  tenants  u^bo  pmy  x^ro   rent 
ipere  greater,  it  ^lonld  not  support  nininun  rent  based  oo 
ntility  costs.  The  plight  of  tbe  sero  rent  tenant  only 
hi^^iligbts  the  crisis  of  incot  for  tbe  very  poor  of  this 
oooBtry.   Congress  anst  not  adopt  a  policy  that  looks  to  tbe 
poorest  of  the  poor  in  pG^lic  bousing  for  additional  revenue- 
The  irony  of  snch  a  policy  bscoaes  aore  poignant  t^hen  one 
contrasts  tbe  tax  advantages  that  A:d::.«-;  r^coae  boasotmers 
obtain  through  interest  and  property  tar  deductions.   This 
diiparity  in  treataent  can  never  be  justified  as  equity  bett#een 
the  ric^  and  the  poor. 
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The  administration  has  also  proposed  that,  assuming  that 
the  30%  rent-income  ratio  of  the  Omnibus  Budget  Reconiliation 
Act  of  1981  is  retained,  tenant  rents  should  be  increased  from 
25%  to  30%  at  a  rate  of  20%  per  year  as  opposed  to  10%  per  year 
which  is  now  required  by  statute.   Twenty  percent  (20%)  annual 
rent  increases  are  hard  for  any  tenant  to  absorb,  let  alone  a 
low-income  tenant  who  is  on  a  fixed  income  and  a  limited  budget 
and  probably  faces  potential  decreases  in  the  coming  year  in 
income  due  to  reductions  in  other  social  programs. 
Treating  Housing  Subsidies  and  Food  Stamp  Benefits  as  Income 

Last  year  the  administration  proposed  and  the  Congress 
adopted  legislation  that  authorizes  state  welfare  departments 
to  treat  federal  housing  subsidies  as  income  under  the  AFDC 
programs.   42  U.S.C.  {  602(a)(7)(C).   This  year  the 
administration  indicates  that  it  will  propose,  in  addition, 
that  food  stamp  benefits  be  treated  as  income  for  purposes  of 
computing  the  tenants'  rents  under  the  housing  programs. 
Treating  housing  subsidies  as  income  for  AFDC  purposes  and  food 
stamps  as  income  for  housing  purposes  will  have  disastrous 
consequences  for  both  the  tenants  and  the  landlords,  including 
PHAs,  operating  under  the  housing  programs.   When  the  housing 
subsidies  are  treated  as  income,  the  shelter  portions  of  the 
AFDC  grants  will  be  reduced,  dollar  for  dollar,  by  an  amount 
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equal  to  the  subsidy.*  When  food  stamp  benefits  are  treated  as 
income  for  rent  setting  purposes,  the  tenants'  rents  will 
increase  even  though  those  tenants  will  not  have  any  additional 
money  to  pay  the  rents. 

This  two-pronged  attack  on  welfare  tenants,  reducing  their 
incomes  and  simultaneously  raising  their  rents,  will  leave  them 
without  the  funds  needed  to  meet  all  their  basic  survival 
needs,  as  welfare  grants  are  barely  designed  to  do  that,  even 
without  these  changes.   In  many  situations  the  tenants  will  not 
have  enough  money  after  the  changes  to  pay  even  their  share  of 
the  rent.   That  will  cause  excessive  rent  collection  problems 
for  the  landlords  and  in  some  situations  will  threaten  the 
financial  stability  of  the  projects.   The  reduction  in  the 
tenants*  welfare  grants  will  reduce  the  shares  of  the  rents 
they  pay.   But  that,  in  turn,  will  increase  the  housing 
subsidy.   Thus,  part**  of  the  savings  in  the  welfare  program 
will  merely  increase  the  federal  expenditures  under  the  housing 
programs. 


*In  its  Introductory  Comments  to  its  final  regulations  on 
the  issue,  HHS  indicates  that  a  state  which  treats  the  housing 
subsidy  as  income  will  have  maximum  flexibility  to  reduce  the 
welfare  grant  by  the  full  amount  of  the  shelter  component,  even 
if  the  tenant  has  to  pay  part  or  all  of  that  shelter  component 
to  the  landlord  as  rent.   47  Fed.  Reg.  5653  (Feb.  5,  1982). 

**If  the  rent-to-income  ratio  under  the  housing  program  is 
25%,  25%  of  the  AFDC  savings  will  be  borne  by  the  government  as 
increased  housing  subsidy  expenditures  and  75%  would  be  borne 
by  the  tenants. 
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Treatment  of  their  housing  subsidies  and  food  staap 
benefits  as  income  is  unfair  to  the  tenants*  because  it  forces 
them  to  choose  between  decent,  affordable  housing,  adequate 
nutrition,  and  the  welfare  allowances  which  they  need  to  meet 
all  their  basic  needs.   Doing  so  cannot  be  justified  on  the 
grounds  that  the  families  receive  a  financial  benefit  from  the 
housing  subsidies.   The  housing  subsidy  is  not  paid  in  cash 
which  the  families  can  spend  on  anything  they  wish.   It  might 
be  said  that  a  portion  of  the  housing  subsidy  allows  the  family 
to  save  money  on  housing  and  to  use  that  money  on  other  basic 
needs.   However,  that  is  not  true  for  the  major  portion  of  the 
housing  subsidy.   Most  of  the  subsidy  goes  to  pay  for  housing 
of  decent  quality  which  the  family  could  not  rent  in  the 
absence  of  the  housing  subsidy.  Most  of  the  rest  of  the 
subsidy  covers  the  administrative  expenses  of  the  programs. 

The  saving  on  housing  cost  created  by  the  subsidy  is  not  a 
windfall  to  the  family  which  should  be  taken  away  through  the 
welfare  program.   The  very  purpose  of  the  housing  subsidy  is 
and  always  has  been  to  provide  persons  decent  housing  and  to 
reduce  its  cost  to  them  to  an  affordable  level*   The  premise  of 
the  welfare  programs  is  to  provide  at  most  the  bare  minimun 
income  needed  for  survival  and,  in  many  cases,  only  a  ratably 
reduced  portion  of  that  bare  minimum.   Housing  subsidy  programs 
are  designed  to  provide  a  supplement  to  such  bare  minimum 
income,  in  order  to  make  available  to  poor  people  the  decent 
housing  which  will  increase  their  opportunities  and  their 
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children's  opportunities  for  decent  lives.   Similarly,  food 
stamp  benefits  are  designed  to  supplement  those  minimal  welfare 
grants  to  ensure  adequate  nutrition.   To  turn  around  and  take 
that  supplementary  assistance  away  dollar  for  dollar  is 
inconsistent  with  the  premise  and  purposes  of  the  housing  and 
food  stamp  programs  in  the  first  place. 

Every  time  this  Committee  has  faced  this  question  in  the 
past,  it  has  consistently  said  that  housing  subsidies  should 
not  be  treated  as  income  for  other  welfare  programs.   Except 
for  the  ill  considered  Omnibus  Budget  Reconciliation  Act  of 
1981,  the  full  Congress  has  always  agreed  with  this  Committee's 
position.   That  is  true  with  housing  subsidies  and  the  food 
stamp  program  (7  U.S.C.  {  2014(d)(1));  housing  subsidies  and 
the  SSI  program  (Pub.  L.  No.  94-375,  {  2(h),  90  Stat.  1068, 
noted  at  42  U.S.C. A.  {  1382);  Farmers  Home  Administration 
subsidies  and  all  welfare  programs  (42  U.S.C. 
{  1490a(a)(l)(3));  and  Uniform  Relocation  Act  replacement 
housing  payments  and  all  welfare  programs.   42  U.S.C.  f  1436. 
The  legislative  history  of  each  of  these  provisions  reflects 
the  congressional  judgment  that  it  is  unwise,  unfair  and 
counter-productive  to  treat  housing  subsidies  as  income  for 
welfare.   The  Congress  must  adhere  to  this  judgment  and  adopt  a 
provision  preventing  the  treatment  of  housing  subsidies  as 
income.   It  also  must  reject  the  administration's  proposal  to 
treat  food  stamp  benefits  as  income  when  setting  rents. 
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We  suggest  the  following  language  for  such  a  provisions 

Notwithstanding  any  other  provision  of  law*  the  value 
of  any  assistance  paid  with  respect  to  a  dwelling  unit 
under  any  of  the  federal  housing  progress,  including, 
without  limitation  programs  authorized  by  the  United 
States  Housing  Act  of  1937,  the  National  Housing  Act, 
Section  101  of  the  Housing  and  Urban  Development  Act 
of  1965,  as  amended.  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974,  Title  V  of  the 
Housing  Act  of  1949,  Section  202  of  the  Hpusing  Act  of 
1959,  and  Section  312  of  the  Housing  Act  of  1964, 
shall  not  be  considered  as  income  or  a  resource  for 
the  purpose  of  determining  the  eligibility  of  or  the 
amounts  of  benefits  payable  to  any  person  for 
assistance  under  any  federal,  state  or  local  laws 
including,  but  not  limited  to,  laws  relating  to 
welfare  and  public  assistance  programs. 

CONCLUSION 

We  thank  the  Committee  for  giving  us  the  opportunity  to 

submit  this  statement  on  housing  legislation.   Members  of  the 

staff  of  the  National  Housing  Law  Project  will  be  available  to 

work  with  the  Committee's  staff  on  any  of  the  proposals 

presented. 

Chairman  Gonzalez.  Thank  you  very  much,  Ms.  Roisman,  for  an 
excellent  statement. 

We  will  proceed  under  the  5-minute  question  period  and  I  have 
one  question.  I,  just  a  few  days  ago,  requested  of  the  District  of  Co- 
lumbia housing  authority  director  a  tour,  and  when  I  find  out  what 
date  is  amenable  I  am  going  to  invite  my  colleagues  on  the  subcom- 
mittee to  join  me  if  they  want  to.  And  one  reason  was  that  some 
years  ago  on  this  subcommittee  there  was  a  big  to-do  about  the 
lead-based  paint  and  the  problems  attendant  thereto.  But  it  was 
not  until  I  saw  your  testimony  that  I  was  aware  that  this  was  a 
continuing  problem  even  in  the  District. 

And  I  also  noticed  in  your  testimony  the  reference  to  Perry  v. 
The  Housing  Authority  of  Charleston,  So  that  was  kind  of  a  shock 
to  me.  I  was  not  aware  of  that  court  decision,  and  I  have  not  had  a 
chance  to  look  up  the  citation  on  it  and  read  it. 

But  I  wonder  if  you  could  explain  the  court's  decision  that  public 
housing  tenants  do  not  have  a  right  to  expect  their  units  to  be 
maintained  in  a  safe,  and  sanitary,  decent,  healthy  condition? 

Is  that  to  be  interpreted  that  federally  assisted  housing  projects 
are  not  covered  by  the  doctrine  of  habitability  or  warranty  of  hab- 
itability? 

Ms.  RoiSMAN.  Mr.  Chairman,  I  can  give  you  my  interpreta- 
tion  

Chairman  Gonzalez.  I  would  be  very  interested  in  that. 

Ms.  RoiSMAN  [continuing].  Of  what  the  fourth  circuit's  problem 
was.  In  the  past  half  dozen  years  there  have  been  a  number  of 
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cases,  many  of  them  decided  in  the  Supreme  Court,  involving  the 
question  whether,  with  respect  to  a  variety  of  different  statutes. 
Congress  intended  that  there  be  an  ability  on  the  part  of  private 
persons  to  enforce  those  statutes. 

And  I  think  that  what  happened  in  the  Perry  case  was  that  the 
Fourth  Circuit  Court  of  Appeals  did  not  find  enough  in  the  U.S. 
Housing  Act  to  enable  it  to  say  that  Congress  had  intended  that 
tenants  should  be  able  to  enforce  an  obligation  on  the  part  of  the 
housing  authority  or  HUD  to  keep  the  properties  in  decent,  safe, 
and  sanitary  condition.  The  statute  is  very  clear  that  the  properties 
are  to  be  kept  in  decent,  safe,  and  sanitary  condition.  The  problem, 
as  probably  all  of  us  know,  is  that  it  is  fine  for  the  statute  to  say 
that,  but  if  there  is  no  enforcement  mechanism  it  is  not  going  to 
get  enforced. 

And  what  happened  in  the  Perry  case  is  that  the  fourth  circuit 
said  if  Congress  had  intended  that  tenants  could  enforce  it.  Con- 
gress would  have  said  so,  and  Congress  did  not  say  so.  That  is  why 
we  are  suggesting  now  that  Congress  do  say  so,  because  tenants  in 
private  housing  in  most  places  in  this  country  have  that  right  and 
it  seems  anomalous  that  tenants  in  public  housing  should  not  have 
the  right  to  enforce  decent,  safe,  and  sanitary  conditions. 

Chairman  Gonzalez.  There  is  a  related  question  to  that,  but  I 
am  going  to  ask  unanimous  consent  that  I  may  submit  it.  Briefly,  it 
is  that  there  is,  I  understand,  a  great  deal  of  debate  in  the  adminis- 
tration with  respect  to  the  Uniform  Relocation  Act  and  its  signifi- 
cance if  you  do  get  the  new  federalism. 

But  what  I  will  do,  because  I  just  have  about  half  a  minute  here, 
is  to  submit  some  additional  questions  for  the  record. 

[The  following  written  questions  were  submitted  by  Chairman 
Gronzalez  to  Ms.  Roisman  and  Ms.  Dolbeare  and  appear  with  their 
responses:] 

Questions  Submitted  to  Ms.  Roisman 

Question  1.  The  administration  is  presently  considering  whether  the  benefits  of 
the  Uniform  Relocation  Act  should  be  available  to  families  displaced  because  of  ac- 
tivities funded  in  small  cities  through  the  State-run  community  development  block 
grant  program.  What  is  your  opinion  on  the  applicability  of  this  law? 

Answer.  It  is  difficult  to  believe  that  HUD  is  seriously  entertaining  doubts  about 
the  applicability  of  the  Uniform  Relocation  Act  (URA)  to  families  displaced  because 
of  activities  funded  in  Small  Cities  through  the  State-run  Community  Development 
Block  Grant  (CDBG)  Program.  URA  coverage  of  state-run,  federally  assisted  pro- 
grams is  stated  in  sweeping  terms: 

"Notwithstanding  any  other  law,  the  head  of  a  Federal  agency  shall  not  approve 
any  grant  to,  or  contract  or  agreement  with,  a  State  agency,  under  which  Federal 
financial  assistance  will  be  available  to  pay  all  or  part  of  the  cost  of  any  program  or 
project  which  will  result  in  the  displacement  of  any  person  [unless  he  receives  as- 
surance of  compliance  with  the  Act]."  (Emphasis  added.) 

42  U.S.C.  §4630.  ' 'Federal  financial  assistance"  is  elsewhere  defined  as  a  "grant, 
loan  or  contribution  provided  by  the  United  States,  except  any  Federal  guarantee  or 
insurance "  42  U.S.C.  §  4601. 

The  Senate  Report  explains  that  these  requirements  mean  ". . .  in  essence,  that 
State  and  local  governments  administering  federally  assisted  development  programs 
must  also  agree  to  provide  the  relocation  payments,  services,  and  assurances  of 
available  housing  that  are  required  of  Federal  agencies,  as  a  condition  for  receiving 
the  Federal  assistance  for  the  programs  involved."  S.  Rep.  No.  488,  91st  Cong.  1st 
Seas.  13  (1969). 

The  motivating  force  behind  the  passage  of  the  URA  was  (Congressional  acknowl- 
edgment of  the  need  for  uniformity,  fairness  and  equity.  42  U.S.C.  §4621.  The 
ui\ju8t  results  of  the  lack  of  a  uniform,  fair  and  equitable  policy  for  providing  relo- 
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cation  assistance  and  benefits  were  observed  by  you,  Mr.  Gonzalez,  at  hearings  on 
the  proposed  legislation  that  ultimately  became  the  URA: 

"Situations  where  one  local  resident  receives  different  payment  and  treatment 
than  another  under  acquisition  programs  of  the  federal  government  will  not  be  un- 
derstood. To  the  man  on  the  street,  a  bulldozer  with  'U.S.'  on  its  side  is  the  same  as 
another  bulldozer  with  'U.S.'  on  its  side." 

Uniform  Relocation  Assistance  and  Land  Acquisition  Policies  Act  of  1969:  Hearings 
before  the  Sen.  Subcomm.  on  Intergovernmental  Relations,  91st  Cong.  1st  Sess.  Ill 
(1969). 

Is  it  possible,  because  Congress  in  1981  amended  the  Housing  and  Community  De- 
velopment Act  to  provide  states  that  opt  to  administer  the  Small  Cities  program 
with  greater  decision-making  authority  and  flexibility,  that  HUD  also  considers  the 
states  free  to  decide  whether  the  URA  applies  to  CDBG-assisted,  displacement-caus- 
ing activities?  If  that  is  its  rationale,  HUD  cannot  so  easily  attempt  to  erase  the 
government  label  off  the  bulldozer.  It  is  a  long-standing  canon  of  statutory  construc- 
tion that  a  legislative  enactment  remains  the  law  until  it  is  explicitly  repealed.  See, 
e.g.,  the  cases  cited  in  2A  J.  SUTHERLAND,  STATUTORY  CONSTRUCTION  56.02 
(4th  ed.,  C.  Sands,  1973).  This  canon  "applies  with  particular  force  when  the  assert- 
ed repealer  would  remove  a  remedy  otherwise  available,"  Schlesinger  v.  Council- 
man, 420  U.S.  738,  752  (1975). 

The  virtue  of  attaching  a  presumption  of  on-going  vitality  to  any  prior  law  is  that 
CongresSy  not  an  administrative  agency  or  the  courts,  has  the  opportunity  to  make 
the  decision  if  it  perceives  a  conflict  between  two  of  its  laws.  In  the  absence  of  Con- 
gressional action,  the  courts  are  very  wary  about  construing  one  law  as  impliedly 
repealing  another.  In  Morton  v.  Mancari,  417  U.S.  535  (1974),  the  Supreme  Court 
stressed  that  there  must  be  an  irreconciliable  conflict  between  two  laws  for  the 
latter  to  repeal  sub  silentio  the  earlier. 

There  has  been  only  one  instance  where  the  URA  has  been  found  to  be  inapplica- 
ble to  a  later-enacted  law,  and  that  was  in  the  case  of  Goolsby  v.  BlumenthaU  590 
F.2d  1369  (5th  Cir.  1979)  {en  banc).  But  in  Goolsby,  the  other  law  in  question,  the 
1972  General  Revenue  Sharing  Act,  was  so  radically  different  from  the  1981  Snoall 
Cities  program  amendments  that  the  case  is  wholly  inapposite.  The  irreconciliable 
conflict  between  General  Revenue  Sharing  and  the  IIRA  was  founded  on  the  follow- 
ing facts.  First,  the  court  noted  that  the  Revenue  Sharing  Act  made  reference  to 
only  two  other  federal  laws:  Davis-Bacon  and  the  civil  rights  laws.  Further,  if  the 
URA  were  applied,  the  court  found  that  there  was  no  effective  mechanism  for  the 
Office  of  Revenue  Sharing  to  enforce  the  requirement.  There  is  no  provision  for  a 
"front  end"  review  of  proposed  expenditures  and  there  is  no  possibilitv  of  a  mean- 
ingful performance  review  because  of  the  difficulty  of  tracing  the  funds  and  deter- 
mining how  they  were  actually  spent.  The  court  also  found  evidence  in  the  le^la- 
tive  history  of  the  Revenue  Sharing  Act  that  the  use  of  the  funds  would  not  trigger 
the  application  of  any  laws  or  standards  not  specifically  spelled  out  in  the  Act  itself. 
This  was  consonant  with  the  Act's  "no  strings  attached"  approach  to  dispensing 
funds.  Finally,  the  court  found  persuasive  the  fact  that  Congress  had  remain^ 
silent  after  the  Fourth  Circuit  held  that  NEPA,  another  federal  law  not  specifically 
mentioned  in  the  Act,  did  not  apply  to  seneral  revenue  sharing  funds.  See  Carolina 
Action  V.  Simon,  552  F.2d  295  (4th  Cir.  1975). 

In  sharp  contrast,  the  1981  amendments  to  the  Housing  and  Community  Develop- 
ment Act  expressly  hold  the  grantee  to  compliance  with  civil  rights  laws  and  "other 
applicable  laws.'*  42  U.S.C.  §  5304(bX4).  Further,  the  "force  fit"  the  Fifth  Circuit 
complained  of  in  Goolsby  is  not  present  when  meshing  the  URA  with  the  new  Small 
Cities  program.  There  is  an  effective  means  of  enforcement.  While  the  "front  end" 
review  has  been  eliminated.  Congressional  intent  was  to  emphasize  the  performance 
review—and  I  do  not  think  that  HUD  would  want  to  be  in  the  position  of  arguing 
that  it  cannot  effectively  trace  and  account  for  CDBG  expenditures. 

There  is  not  one  shred  of  support  in  the  legislative  history  of  the  1981  amend- 
ments for  the  view  that  a  sub  silentio  repeal  of  the  URA  was  contemplated  by  Con- 
gress. To  the  contrary,  the  purpose  of  the  shift  in  decision-making  and  the  emphasis 
on  flexibility  was  procedural,  not  substantive.  The  Senate  Report  states,  "It  should 
be  emphasized  that  the  Committee's  intent  is  to  cause  procedural  simplification 
rather  than  substantive  change."  S.  Rep.  No.  97-87,  97th  Cong.  1st  Sess.  2  (1981).  If 
Congress  had  any  expectation  that  by  streamlining  the  delivery  of  CDBG  funds  it 
was  also  rendering  the  URA  inapplicable,  it  surely  would  not  have  made  the  refer- 
ence in  Section  5304(bK4)  to  "other  applicable  laws." 

In  sum,  there  is  no  irreconciliable  conflict  between  the  URA  and  the  new  Small 

Cities  program  and  there  is  every  indication  that  Congress  intended  the  on-going 

application  of  the  URA  to  that  program.  To  suggest  otherwise  is  to  thwart  the  very 

~inx)6e  of  the  URA  to  provide  uniform,  fair  and  equitable  treatment  to  persons  dis- 

dd  by  federally  assisted  programs. 
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Question  2.  One  argument  offered  for  considering  the  value  of  food  stamps  as 
income  for  purposes  of  determining  eligibility  for  assisted  housing  and  for  determin- 
ing the  appropriate  rent  is  best  understood  through  example.  The  advocates  of  the 
administration's  proposal  ask  why  a  working  family  whose  sole  income  of  $600  is 
derived  from  wages  should  have  to  pay  more  rent  than  a  nonworking  family  whose 
income  is  derived  from  $450  in  AFDC  payments  and  food  stamps  worth  $150. 

What  is  your  view  of  this  issue? 

Answer.  The  above  question  asked  by  those  who  advocate  treatment  of  food 
stamps  as  income  for  housing  subsidy  purposes  reflects  an  oversimplified  approach 
to  the  issue.  It  focuses  upon  a  claimed  inequity  which  allegedly  would  arise  if  the 
plight  of  an  ineligible  working  family  is  compared  with  the  situation  of  an  eligible 
AFbC  family.  The  claimed  inequity  raised  by  the  example  does  not  arise  because  of 
numerous  inaccuracies  in  the  assumptions  used  to  develop  the  example,  as  we  ex- 
plain below.  In  addition,  this  focus  upon  inequities  that  may  arise  between  individ- 
uals with  relatively  high  incomes  just  above  and  below  the  maximum  income  limits 
for  food  stamps  does  nothing  but  divert  attention  from  the  unfair  burdens  which 
treating  food  stamps  as  income  will  place  upon  the  very  poor  who  will  be  the  vast 
maiori^  of  the  people  affected. 

First,  we  will  review  the  inaccuracies  reflected  in  the  example.  The  only  working 
familv  with  a  monthly  income  of  $600  that  would  be  ineligible  for  food  stamps 
would  be  a  one-person  household.'  In  no  state  could  a  one-person  family  get  an 
AFDC  grant  of  $450.^  Thus,  you  cannot  fairly  compare  a  working  familv  earning 
$600  which  is  ineligible  for  food  stamps  with  an  AFDC  family  getting  $450  a  month 
because  there  are  no  such  two  similarly  situated  families. 

In  addition,  it  is  a  rare  AFDC  family  of  any  size  which  could  receive  a  $450  grant. 
In  the  migority  of  the  states  the  AFDC  family  would  have  to  be  a  five-person  house- 
hold or  larger  to  secure  a  $450  AFDC  grant.  When  families  of  that  size  are  com- 
pared to  working  families  whose  incomes  are  high  enough  to  make  them  ineligible 
for  food  stamps,  vou  will  find  that  the  working  mmily  is  far  ahead.  For  example,  to 
be  ineligible  for  food  stamps,  a  working  family  of  5  would  have  to  have  an  income  of 
$1065.  Tliat  income  is  far  more  than  the  AFDC  family  with  a  $450  grant  and  $150  of 
food  stamp  benefits. 

Looking  at  the  inaccuracies  another  way,  no  one-person  family  could  ever  receive 
$150  of  food  stamp  benefits.  To  secure  $150  of  food  stamp  benefits,  a  family  with 
$450  of  cash  income  would  have  to  be  at  least  a  5-person  family.  However,  to  be 
ineligible  for  food  stamps,  the  working  family  of  five  would  have  to  have  at  least 
$1065  of  income.  Again,  that  family  has  an  income  about  twice  as  large  as  a  5- 
person  AFDC  family  with  $617  from  a  $450  AFDC  grant  and  $167  of  food  stamp 
benefits. 

The  calculations  are  as  follows: 

Steps  described  Family  of  4        Family  of  5 

Tate  cash  income $450.00        $450.00 

Subtract  standard  deduction -85.00        -85.00 

Sutrtotal 365.00  365.00 

Tate  30  percent » x  .30  x.30 

Result 109.50         109.50 

Subtract  result  from  Thrifty  Food  Plan  amount « 233.00  277.00 

-109.50       -109.50 

Food  stamp  benefits » 123.00  167.00 

^TkMfure,  $109.50.  represents  ttie  amount  of  its  income  (30%)  wtiich  USDA  requires  tbe  family  to  spend  on  food  before  its  needs  for  food 
stamp  assmaoce  can  be  determined. 

'This  figure  represents  ttie  amounts  which,  according  to  USDA.  families  need  to  pay  for  their  food.  It  varies  depending  upon  family  size  See  46 
Fed.  Reg.  f7.902  (May  22.  1981) 

> The  food  stamp  benefits  are  thus  the  difference  between  the  amount  the  family  is  supposed  to  pay  for  food  (i.e..  30%  of  income)  and  the 
USDA  determined  cost  of  food  for  the  family  under  the  Thrifty  Food  l^n. 


•The  maximum  income  limits  for  different  family  sizes  are:  1— $467;  2— $617;  3— $766;  4— 
$916;  &-$l,065;  6— $1,215;  7-$1.364;  8— $1,514.  46  Fed.  Reg.  44.712,  44,724  (Sept.  4,  1981). 

^  In  most  states,  the  one-person  grant  would  be  less  than  half  of  $450.  In  fact,  none  of  the 
contiguous  48  states  provides  a  $450  grant  to  a  two-person  family,  in  only  5  states  would  three- 
penon  households  receive  a  $450  grant,  and  in  only  13  states  would  a  four-person  household 
receive  a  $450  grant.  See  Report  on  AFDC  Benefit  Levels,  prepared  by  Center  on  Social  Welfare 
Policy  and  Law  (February  10,  1982)  (attached  as  Exhibit  A). 
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One  might  notice  a  pattern  arising  from  these  examples,  i.e.,  that  the  working 
family  which  is  ineligible  for  food  stamps  always  comes  out  far  ahead  of  an  AFDC 
family  which  is  eligible  for  food  stamps.  The  working  family  always  comes  out  far 
ahead  because  the  maximum  income  limits  for  food  stamps  are  always  much  higher 
than  the  AFDC  benefit  levels.  Whenever  the  AFDC  grants  and  the  food  stamp  bene- 
fits available  to  a  family  of  a  particular  size  are  added  together,  the  resulting  figure 
is  always  well  below  the  maximum  income  limits  for  that  sized  family  in  the  food 
stamp  program.  Thus,  any  working  family  which  had  the  same  income  would  be  eli- 
gible for  frod  stamps  too. 

The  more  relevant  comparison  would  be  between  working  families  right  above 
and  right  below  the  food  stamp  eligibility  limits.  However,  because  food  stamp  bene- 
fits reduce  as  incomes  rise  and  fall  to  zero  at  the  eligibility  limit,  there  is  not  even 
any  inequity  between  people  right  above  and  right  below  the  line.  For  example,  a 
family  of  four  with  an  income  of  $859  would  be  eligible  for  $1  worth  of  food  stamps 
while  a  family  of  four  with  an  income  of  $860  would  receive  no  stamps.*  Because  it 
takes  a  three  dollar  reduction  in  income  to  produce  a  one  dollar  increase  in  food 
stamps,  the  gap  between  the  income  of  an  ineligible  family  and  the  combined  food 
stamp  benefits  and  cash  income  of  eligible  families  will  always  widen  as  the  eligible 
families'  incomes  get  lower. 

In  summary,  the  claim  of  inequity  is  false  for  three  reasons.  First,  under  the  food 
stamp  program  there  cannot  be  two  similarly  situated  families,  one  of  which  has  a 
$600  income  from  work  which  is  ineligible  for  food  stamps  and  the  second  of  which 
has  a  $450  AFDC  grant  and  $150  of  food  stamp  benefits.  Second,  because  maximum 
income  limits  for  food  stamps  are  so  much  higher  than  benefit  levels  for  AFDC, 
there  will  never  be  AFDC  families  whose  grants  and  food  stamp  benefits  equal  the 
income  of  a  working  family  which  is  ineligible  for  food  stamps.  Third,  the  design  of 
the  food  stamp  program,  under  which  benefits  reduce  as  income  increases,  ensures 
that  there  is  not  even  any  inequity  between  working  families  just  above  and  below 
the  maximum  income  limits. 

The  claim  of  inequity  is  not  only  false.  It  wrongfully  diverts  attention  from  the 
real  inequities  posed  by  the  treatment  of  food  stamps  as  income.  Those  inequities 
are  the  severe  burden  that  would  be  imposed  upon  individuals  at  the  bottom  end  of 
the  income  scale.  When  the  Department  of  Agriculture  studied  the  interrelationship 
of  housing  subsidies  and  food  stamps  in  1981,  it  discovered  a  number  of  very  reveal- 
ing facts.  See  Food  &  Nutrition  Service,  USDA,  "Report  to  the  Congress  on  the 
Impact  of  Including  Housing  Assistance  as  Income  in  Determining  Food  Stamp  Eli- 
gibility and  Benefits."  First,  most  of  the  households  who  participate  in  both  the  food 
stamp  and  housing  programs  are  extremely  poor.  Eighty-four  percent  of  them  have 
annual  family  incomes  below  $5,000  and  55%  have  annual  incomes  below  $3,000.  Id. 
at  Tables  2  and  6.  AFDC  mothers  and  children  in  the  South,  where  AFDC  grants 
are  unusually  low  and  food  stamp  benefits  particularly  high,  would  suffer  disas- 
trously. The  AFDC  mother  of  two  in  Mississippi  who  receives  $96  a  month  from 
AFDC  would  have  her  rent  raised  from  about  $25  to  nearly  $96  a  month.  Virtually 
her  entire  AFDC  check  would  have  to  go  for  rent,  and  she  would  be  left  with  little 
or  no  cash  for  clothing  for  her  children,  for  transportation,  for  laundry,  household 
operations,  etc. 


*This  table  illustrates  the  income  levels  of  different  sized  families,  living  within  the  contigu- 
ous 48  states  (1)  who  receive  no  food  stamps  because  their  incomes  are  just  $1  too  high;  (2)  who 
receive  $1  of  benefits  because  their  incomes  are  just  under  the  maximum  level;  and  (3)  who  re- 
ceive $2  of  benefits  because  their  incomes  are  slightly  lower: 

Lowest  income  Highest  Highest 

r,_,i„  ,,„  which  incofne  which  incoine  whch 

^^'""y^"  produces  no  produces  $1  produces  12 

benefit  >  of  benefit  of  benefit 

1 W17  $316  $313 

2 510  509  506 

3 694  693  689 

4 860  859  856 

5 1.007  1.006  1.003 

6 1.190  1.189  1.186 

7 1.307  1.306  1.303 

■  The  figures  m  this  column  are  beneath  the  maximum  income  limits  for  eligibility  because  these  calculations  assume  no  deductiOfB  for  aom 
shelter  costs  or  for  child  care  ejipenses  Families  with  higher  gross  incomes  who  dK)  have  such  deductions  could  be  efigibte,  as  long  as  the«  grass 
incomes  did  not  exceed  the  maximum  income  limit  for  eligibility 
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The  true  inequities  of  this  proposal  can  be  expressed  no  more  dramatically  than 
HUD's  Assistant  Secretary  for  Policy  Development  and  Research,  E.S.  Savas,  stated 
in  a  recent  memo.  We  need  only  quote  three  revealing  sentences: 

"Counting  food  stamps  as  income  most  severely  affects  the  lowest  income,  those 
with  the  largest  families  and  those  who  are  living  in  areas  where  the  value  of  food 
stamps  is  largely  relative  to  the  level  of  AFDC  benefits. 

"Critics  are  already  suggesting  that  in  some  Southern  states  HUD  tenants  will 
have  to  pay  part  of  their  rent  with  food  stamps. 

"Proposals  to  count  food  stamps  as  income  under  AFDC  programs  as  well  as  other 
program  changes  could  have  unintended  and,  from  the  point  of  view  of  the  house- 
holds affected,  disastrous  consequences  unless  a  greater  degree  of  federal  oversight 
is  exercised  at  this  time." 

E.S.  Savas,  "Tenant  Impacts  of  Recent  Policy  Changes"  (Feb.  24,  1982)  (Exhibit  C). 
We  are  pleased  to  fmally  see  from  a  HUD  official  an  awakening  to  the  real  conse- 
quences of  the  ill-considered  proposals  to  treat  food  stamps  and  housing  subsidies  as 
income,  which  the  Administration  has  suggested.  We  feel  certain  that  this  Commit- 
tee will  not  make  the  mistakes  that  the  Administration  has  made  on  these  issues, 
by  acting  without  analyzing  the  unintended  consequences. 
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FRAC'S  GUIDE  TO  THE  FOOD  STAMP  PROGRAM 

©  Copyright  1982  Food  Research  and  Aaion  Center.  Inc. 
All  rights  reserved.  No  reproductions  without  permission. 

(Permission  is  generally  granted  as  long  as  FRAC  is  given  credit  and  the  material  is 
distributed  free  of  charge.) 

FRAC  thanks  Edward  Keren  for  his  cover  drawfaig. 


ABOUT  FRAC  .  .  . 

The  Food  Research  and  Action  Center  (FRAQ  was  organized  in  1970  as  a 
nonprofit  law  firm  and  advocacy  center  working  with  the  poor  and  near  poor 
to  alleviate  hunger  and  malnutrition  in  the  United  States.  FRAC  works 
primarily  with  the  Federal  food  programs— the  food  stamp,  school  lunch  and 
breakfast,  elderly  nutriticm.  child  care  food,  summer  food,  and  women,  in- 
fants and  children  (WIQ  programs— as  vehicles  for  addressing  this  nation's 
hungCT  problems.  However,  FRAC's  premise  in  its  work  is  that  the  Federal 
food  programs  cannot  solve  the  problems  of  this  nation's  poor;  hunger  and 
malnutrition  are  caused  primarily  by  a  lack  of  income,  and  are  tragic  symp- 
toms of  the  maldistribution  of  economic  resources  in  this  country. 

Therefore,  in  the  1980's  FRAC  will  be  engaged  in  efforts  to  help  groups 
around  the  country  work  with  the  food  programs,  not  only  to  meet  the  im- 
mediate needs  of  America's  hungry,  but  also  as  an  organizing  tool  for  poor 
people  and  their  allies  in  the  larger  effort  at  creating  meaningful  social  change. 
This  work  will  focus  on  four  areas: 

•  to  represent  the  interests  of  the  poor  and  near  poor  in  the  development 
and  implementation  of  the  federal  food  programs,  and  to  protect  their  rights 
with  litigation  and  legal  support  to  local  Legal  Services  offices  and  other  legal 
advocacy  groups; 

•  to  help  community  groups  and  coalitions  work  to  improve  the  food  pro- 
grams through  local  organizing  and  advocacy  efforts,  and  to  promote  the 
development  of  organization  among  recipients  and  their  friends  to  tackle  food 
and  other  poverty-related  issues; 

•  to  develop  written  materials  to  help  peofrie  understand  the  food  pro- 
grams, to  undertake  training  of  community  advocates  working  with  the  pro- 
grams; and 

•  to  help  people  understand  national  and  sute  legislative  issues  raised  by 
the  food  programs  and  related  issues  so  they  can  express  their  views  and  have 
some  impact  on  the  legislation. 


FRAC  is  funded  by  a  comUnatioo  of  grants  from  private  foundations,  relifious  organizatiom 
and  Legal  Services  Corporation.  No  federal  funds  were  used  for  this  publication. 
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POOD  tESEAKCM  AND  ACTION  CENiat 


HOW  TO  USE  THIS  BOOKLET 

This  booklet  has  been  wrinai  for  people  who  warn  to  know  bow  the  Food  Sump  Pro- 
frun  (FSP)  works.  The  infomutioo  is  laid  out  in  nnmbered  paragraphs.  It  is  best  to  read  these 
paragraphs  in  the  order  in  which  they  appear,  since  some  of  the  infomatioa  towaids  the  back 
of  the  booklet  refers  to  things  ftpiainrd  in  earher  paragraphs. 

To  make  it  easier  for  you  to  use  this  booklet,  we  ha%e  pionided  three  iwleaes  at  the  back. 
liKiex  1  hsts  the  informatioo  in  this  booklet  in  the  order  in  which  it  appears,  and  is  kcjed  to 
the  Federal  law.  Index  2  lisxs  the  topics  alphabetically.  Index  3  exptum  the  foocnoies  fomd 
throughout  this  booklet. 

Please  remember  that  this  booklet  does  mot  arrtr  evtrrtkmg.  If  yon  intend  to  work  with 
the  FSP  on  a  regular  basb.  you  most  read  the  romplftf  Federal  rcgniatioas  and  yoor  stale's 
FSP  manual. 

Note:  FRAC  has  a  mailing  list  to  whoa  we  send  FSP  informaiioa  and  apdaies  for  this 
Guide.  Details  are  on  the  back  co%er  of  the  Guide. 

In  1961  the  Food  Stamp  Act  was  amfndfd  rwke— oocc  in  the  summer  as  pan  of  the  Om- 
mlws  Budget  Rccoodhation  Act  of  1961.  and  then  in  the  wiaier  as  pan  of  the  1961  Farm  BH. 
These  actioos  resulted  in  rhangrs  in  ehgAdiiy  rules  and  program  procedures.  RegniMkms 
go%eming  most  of  the  rhangrs  in  the  Rcoonrihation  Act  ha«e  been  published.  However,  states 
cannot  implemem  pronsaons  from  the  1961  Farm  BiD  and  the  rfmaiaing  pfwisiom  in  Recon- 
dhatioo  until  the  U.S.  Department  of  Agriculture  (USDA)  puhhshrs  final  rcgniaiioas.  We  ha%e 
put  a  footnote  before  each  pan  of  this  Gtude  affected  by  the  1961  rhingri  in  the  law  which 
are  not  effective  yet  because  federal  rcgulatioos  ha«e  yet  to  be  published.  The  footnotes  are  ex- 
plained in  Index  9.  If  you  are  dealing  with  a  situation  affeaed  by  oae  of  these  paragraphs,  you 
should  check  the  FedermI  Register  or  call  F1L\C  for  information  on  the  carreat  oatns  of  that 
pro^isxm. 

The  1961  Farm  Bill  authorized  the  FSP  for  1962  obI>.  That  OMaas  that  the  FSP*s  critics 
wiQ  once  again  be  gi%en  the  opponuiut>  lo  attack  the  progiam  in  1962  when  Congress  acts  to 
reauthorize  the  FSP.  Poor  people  and  their  advocates  wiO  oocc  again  be  called  upon  lo  fight  to 
sa\e  the  FSP  from  further  erosioa. 

L1tiniatel>-.  howe%er.  what  happens  in  Washington  is  only  one  pan  of  the  story.  E4|ualy 
important  is  what  happens  in  mmmimitirs  aD  across  the  country  as  rhangrs  in  the  law  are  put 
imo  effect:  how  appbcuMs  are  treated  when  the>  walk  imo  a  local  FSP  office,  how  the  cases 
of  individual  recipients  are  hancfled.  and  bow  the  local  press  reporu  on  the  FSP.  Local  support 
for  the  FSP  is  every  bit  as  important  to  reapients  as  the  actions  taken  by  the  Congress.  That  is 
where  >x>u  can  play  a  critical  role. 

FIL\C  believes  that  the  FSP  works  best  when  poor  people  and  their  advocates  kaow  the 
law  and  work  to  make  sure  it  is  fai7i>  carried  out.  This  Gtude  wSl  help  you  understand  how 
the  FSP  IS  supposed  to  work.  There  are  suggestions  at  the  end  of  the  booklet  for  actions  you 
can  take  in  your  own  community  to  protea  individual's  rights  under  the  program,  and  how 
>ou  can  work  to  see  that  the  law  a  bcmg  followed. 

Bread  and  Jns&ce, 
The  FRAC  Staff 
1962 
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HIGHLIGHTS  OF  THE 
FOOD  STAMP  PROGRAM 


APPLYING  FOR  THE  FSP 

Application  forms  for  the  FSP  are  available  at  all  FSP  offices.  They  can  also  be  ob- 
tained by  telephone.  The  FSP  office  must  immediately  provide  an  application  to  anyone 
who  requests  one,  and  must  allow  the  application  to  be  filed  on  the  same  day  assistance  is 
first  requested.  The  application  must  be  processed,  an  interview  held,  and  benefits 
delivered  within  30  days  after  the  date  the  application  is  filed. 

Households  in  which  everyone  is  elderly  or  disabled  can  be  interviewed  at  home  or 
by  telephone.  Other  households  that  have  difficulty  getting  to  the  FSP  office  because  of 
illness,  transportation  problems,  bad  weather  or  work  hours  can  also  request  that  the  re- 
quirement for  a  face-to-face  interview  at  the  FSP  office  be  waived. 

Households  in  which  everyone  is  also  applying  for  public  assistance  must  be  allowed 
to  file  one  application,  see  one  caseworker,  and  have  one  interview  that  covers  both  pro- 
grams. 

EUQIBILITY  REQUIREMENTS 

Eligibility  for  the  FSP  is  based  on  the  income  and  resources  of  the  household 
members.  A  hoosdiold  is  a  group  of  people  living  in  the  same  house  who  buy  and  cook 
their  food  together.  Children  of  any  age  living  with  their  parents  will  always  be  treated  as 
one  household  unless  one  of  their  parents  is  over  60  and  purchases  and  cooks  their  meals 
separate  from  their  children.  In  some  cases  there  can  be  more  than  one  household  in  the 
same  house.  Students  and  non-citizens  can  get  food  stamps  if  they  meet  special  condi- 
tions.' 

Rcaoarccs  are  things  you  own.  Households  can  have  up  to  $1,500  in  resources  and 
stiU  qualify  (households  with  two  or  more  people,  one  of  whom  is  60  or  older,  can  have 
up  to  $3,000).  The  household's  home,  personal  belongings,  and  household  goods  don't 
count  as  resources.  The  value  of  cars  and  trucks  over  $4,500  is  counted  as  a  resource 
unless  they  are  used  in  work  or  are  necessary  for  transportation  of  a  disabled  household 
member. 

faKoac  for  the  FSP  is  based  on  monthly  income  after  certain  deductions. 
Households  can  subtract:  18^  of  their  income  from  work;  an  $85  standard  deduction; 
dependent  care  expenses;  and  high  shelter  costs.  The  dependent  care  and  shelter  deduc- 
tions, alone  or  combined,  can't  exceed  $115  for  most  households.  Households  with 
members  age  60  or  over  or  who  receive  Social  Security  disability  or  SSI  benefits  will  be 
able  to  deduct  monthly  medical  expenses  over  $35,  and  will  not  have  the  $115  ceiling  on 
the  shelter  deduction.  The  maximum  monthly  income  that  a  household  can  have  after 
deductioiis  is  based  on  the  Office  of  Management  and  Budget  Poverty  Line. 
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BENEFITS 

If  a  household  is  found  eligible,  it  receives  benefits  beginning  the  day  it  applied.  The 
amount  of  stamps  it  receives  depends  on  its  size  and  monthly  income,  but  there  is  no 
longer  a  charge  for  the  stamps. 

CERTIFICATION  PERIODS 

Households  will  usually  be  certified  for  at  least  three  months,  but  must  reapply  each 
time  the  certification  period  ends.  The  FSP  office  must  send  the  household  a  notice 
reminding  it  that  its  certification  period  "wWX  end,  and  allow  it  to  reapply  with  no  interrup- 
tion in  benefits.  Households  must  report  changes  in  income  or  household  circumstances 
that  occur  during  the  certification  period.  The  FSP  office  supplies  the  report  form. 

FAIR  HEARINGS 

Households  that  disagree  with  any  action  taken  by  the  FSP  office  always  have  the 
right  to  a/a/r  hearing,  at  which  they  can  present  their  side  of  the  story  and  explain  why 
the  FSP  office  is  wrong.  Fair  hearing  decisions  must  always  follow  Federal  law,  and  if  a 
household  wins  the  fair  hearing,  it  will  receive  back  benefits.  The  FSP  office  is  also  sup- 
posed to  provide  back  benefits  when  it  discovers  it  has  made  a  mistake,  or  turned  down  a 
household  that  was  eligible. 

FRAUD 

Fraud  is  when  an  FSP  participant  deliberately  lies  or  cheats.'  The  FSP  office  cannot 
say  someone  is  guilty  of  fraud  unless  they  have  held  a  special  fraud  hearing  where  they 
present  their  evidence  and  give  the  household  the  right  to  respond  or  a  court  has  found  a 
person  guilty  of  fraud.  If  a  person  is  found  guilty  of  fraud  at  a  fraud  hearing,  he  or  she 
(not  the  rest  of  the  household)  will  be  disqualified  from  the  FSP  for  3  months.  A  court 
will  disqualify  a  person  found  guilty  of  fraud  for  6  to  24  months.' 

HOUSEHOLDS  THAT  RECEIVE  MORE  STAMPS  THAN  THEY  SHOULD 

Households  that  receive  more  stamps  than  they  should— either  because  of  a  mistake 
or  fraud— will  be  asked  to  repay  them.  Households  only  have  to  repay  if  a  household 
member  is  found  guilty  of  fraud. ^  The  FSP  office  cannot  take  an  eligible  household  off 
the  FSP  or  reduce  its  benefits  because  it  fails  to  pay  back  stamps  it  got  because  of  a 
mistake,  regardless  of  who  caused  it. 

WORK  REGISTRATION 

Certain  household  members  must  register  for  work,  actively  look  for  work,  and  ac- 
cept a  job  found  by  the  Employment  Service,  if  the  job  pays  the  minimum  wage  and 
meets  certain  other  conditions.  The  work  registration  requirement  also  applies  to  people 
on  strike.  Some  areas  have  implemented  a  workfare  program.  This  means  recipients  must 
"work  off"  the  value  of  their  food  stamps. 

1.  WHAT  IS  THE  FOOD  STAMP  PROGRAM? 

The  Food  Stamp  Program  (FSP)  is  a  Federal  program  that  helps  low-income  people  buy  more  food 
and  improve  their  diets.  It  is  run  by  the  states— usually  by  the  state  Welfare  Department  or  Department  of 
Social  Services.  A  state  does  not  have  to  join  the  FSP.  but  once  it  does,  it  must  agree  to  make  sure  that  the 
program  is  available  in  every  part  of  the  state,  and  is  run  according  to  the  Federal  rules.  A  state  may  run 
the  entire  FSP  itself,  or  may  allow  city  or  county  governments  to  operate  it  at  the  local  level.  In  either  case. 
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there  most  be  enough  staff  for  the  FSP  office  to  do  all  the  things  the  law  requires  within  the  time  limits 
described  in  this  booklet. 

The  United  States  Department  of  Agriculture  (USD A)  pays  all  of  the  cost  of  the  stamps  themselves, 
and  at  least  one-half  of  the  cost  of  running  the  program.  USDA  also  writes  the  rules  for  how  the  FSP  must 
be  run.  The  state  takes  USDA's  rules  and  puts  them  into  a  state  FSP  manual.  The  rules  m  this  manual  must 
be  followed  by  the  state  and  local  governments  that  run  the  FSP. 


Whenever  it  says  the  food  itamp  office  in  this  book,  it  means  the  agency  that  runs 
the  FSP  in  your  state  and  community. 


2.  WHAT  ARE  FOOD  STAMPS? 

Food  stamps  are  coupons  that  can  be  used  just  like  money  to  buy  any  food  EXCEPT  alcoholic 
beverages,  tobacco  or  pet  food.  They  can  also  be  used  to  buy  seeds  and  plants  to  grow  food  for  your  own 
use.  In  Alaska,  they  can  be  used  to  buy  certain  hunting  and  fishing  equipment.  You  cannot  use  food 
stamps  to  buy  soap,  paper  products  or  other  non-food  items. 

The  food  stamp  office  cannot  tell  you  which  foods  to  buy  with  food  stamps.  Only  you  can  decide  how 
to  spend  your  stamps. 
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3.  WHERE  CAN  YOU  USE  FOOD  STAMPS? 

You  can  use  food  stamps  at  any  store,  supermarket  or  food  co-op  that  accepts  them  (co-ops  can  accept 
the  stamps  Hrst  and  deliver  the  food  later).  If  you  are  getting  home-delivered  mcab-on-wliccb,  you  can  use 
stamps  to  pay  for  these  meals.  If  you  are  60  or  older,  you  and  your  husband  or  wife  can  use  food  stamps  to 
pay  for  group  meals  for  tbc  elderly  and,  in  some  cases,  to  pay  for  meals  in  certain  resUuranu. 


Stores  that  accept  food  stamps  should  treat  their  food  stamp  customers  fairly  and  courteously. 

4.  WHO  CAN  GET  FOOD  STAMPS? 

Food  stamps  are  given  to  houehokU  A  household  is  a  person  living  alone,  or  a  group  of  people  living 
together  (they  don't  have  to  be  related)  who  buy  food  and  prepare  meals  together.  They  do  not  have  to 
have  cooking  facilities  (a  stove,  hotplate,  etc.). 

Certain  groups  of  people  must  meet  special  conditions  in  order  to  get  food  stamps.  These  special  rules 
are  explained  at  the  back  of  the  book. 


:  someone  who  pays  you  to  live  in  your  house,  (see  paragraph  57); 

•  AHea:  someone  who  is  not  a  U.S.  citizen  (see  paragraph  60); 

•  StodcBt:  someone  18  or  older  going  to  school  at  least  half-time  (see  paragraph  61); 

•  Striker:  someone  on  strike  (see  paragraph  62); 

•  Dmg  addict  and  alcoholic:  someone  living  at  a  drug  addiction  or  alcoholic  treatment  center  (see 
paragraph  63); 

•  Battered  Women  in  shelters  (see  paragraph  63). 


Digitized  by  VjOOQIC 


388 


5.  CAN  THERE  BE  MORE  THAN  ONE  HOUSEHOLD  IN  THE  SAME 
HOUSE? 

Yes.  If  a  person  or  group  of  people  live  with  you  but  buy  their  own  food  and  flx  their  own  meals,  they 
can  be  a  separate  household.  They  do  not  have  to  store  their  food  separately,  or  use  a  different  stove  or 
refrigerator. 

However,  the  following  cannot  be  a  separate  household: 

•  children  under  18  under  the  parental  control  of  a  household  member; 

•  parents  under  60  years  of  age  living  with  their  children; 

•  children  of  any  age  living  with  their  parents  who  are  under  60  years  of  age;  or 

•  a  spouse. 


NOTE:  If  one  parent  (or  both)  is  at  least  60  years  of  age,  the  parents  can  apply 
as  a  separate  household.' 


6.  CAN  SSI  AND  PUBLIC  ASSISTANCE  RECIPIENTS  GET  FOOD 
STAMPS? 

Yes.  People  who  receive  Supplemental  Security  Income  (SSI),  Aid  to  Families  with  Dependent 
Children  (AFDC)  and  state  or  local  general  assistance  (GA)  can  get  food  stamps  /f  they  meet  the  eligibility 
rules  that  are  explained  in  this  booklet.  SSI  and  AFDC  applicants  have  a  right  to  apply  for  the  FSP  when 
(and  where)  they  apply  for  SSI  or  AFDC. 


NOTE:  SSI  recipients  in  California  and  Wisconsin  are  not  eligible  for  food 
stamps.  They  automatically  receive  the  value  of  food  stamps  as  part  of 
their  SSI  grant. 


7.  WHAT  ARE  THE  ELIGIBILITY  REQUIREMENTS  FOR  THE  FSP? 

There  are  two  basic  requirements:  Income  and  raourcct  cannot  be  too  high.  In  addition,  there  is  a 
work  requirement  that  will  apply  to  some  households.  (The  work  requirement  is  explained  starting  at 
paragraph  26). 

8.  WHAT  IS  THE  DIFFERENCE  BETWEEN  INCOME  AND 
RESOURCES? 


Sometimes  the  difference  between  income  and  resources  is  not  clear.  Generally,  Income  is  OKMiey  you 
receive  or  expect  to  receive  on  a  regular  basis,  and  a  resource  is  money  or  property  that  you  have. 


IMPORTANT:  The  food  stamp  office  must  treat  money  as  either  income  or  a  re- 
source. It  cannot  count  it  as  both. 


9.  WHAT  ARE  RESOURCES? 

Resources  are  the  things  you  own.  (They  are  sometimes  called  assets.)  This  includes  cash  you  have  on 
hand  or  in  the  bank;  stocks  and  bonds;  money  from  insurance  settlements;  tax  refunds:  rebates;  awards; 
prizes;  and  inheritances.  Generally,  things  like  boats,  camping  trailers,  snowmobiles,  and  land  you  do  not 
live  on  or  rent  out  are  counted  as  resources  though  there  are  exceptions  which  are  explained  bdow. 
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EXCLUDED  RESOURCES 
These  things  are  excluded  (do  not  count)  as  resources: 

(a)  your  house  and  all  the  land  it  sits  on. 

(b)  a  vacant  lot  on  which  you  plan  to  build  a  home  (if  you  don't  already  own 
one). 

(c)  your  personal  belongings  and  household  goods. 

(d)  burial  lots. 

(e)  the  cash  value  of  life  insurance  policies  and  pension  funds. 

(0   income-producing  property  (like  a  house  you  rent  out  or  land  you  farm). 

(g)  took,  equiimient,  livestock,  buildings,  and  other  things  you  use  to  make  a 
living. 

(h)  resources  that  are  not  available  to  you  Oike  money  in  a  trust  fund,  non- 
exduded  land  you  have  not  been  able  to  sell,  or  Indian  land  held  with  the 
Tribe). 

(i)    the  resources  of  people  who  are  not  members  of  your  household. 

NOTE:  the  resources  of  a  household  member  who  has  been  disqualified 
from  the  FSP  because  of  fraud  (see  paragraph  SS)  will  continue  to  count. 

(j)   certain  licensed  vehicles  (cars,  tractors,  etc.)  used  in  work  or  worth  less 
than  $4,300  (see  paragraph  12  for  details),  or  specially  equipped  to 
transport  a  physically  disabled  household  member. 


Remember,  anything  that  is  not  excluded  is  either  a  resource  or  income. 

10.  HOW  MANY  RESOURCES  CAN  YOU  HAVE? 

The  amount  of  resources  you  can  have  and  still  get  food  stamps— called  the  resource  limit— depends 
on  who's  in  the  household.  The  resource  limits  are: 


•  Sl.SOO  for  most  households.  It  doesn't 
matter  how  many  people  are  in  the 
household. 


•  $3,000  for  households  with  at  least  two 
members  IF  one  of  them  is  age  60  or 
older. 


11.  WHAT  ABOUT  RESOURCES  YOU  OWN  WITH  SOMEONE  ELSE? 

Resources  you  own  with  someone  who  is  not  a  member  of  your  household  are  called  Jointly  held 
rcMwrcet.  The  food  stamp  office  will  try  to  count  their  resources  unless  you  can  show  that  you  cannot  sell  the 
resource  or  get  your  share  without  the  permission  of  the  other  owner(s),  and  they  refuse  to  give  you  this  per- 
mission. 

1Z  WHAT  ABOUT  AUTOMOBILES  AND  OTHER  LICENSED 
VEHICLES? 

There  are  special  rules  that  apply  to  licensed  vehicles  (cars,  trucks,  motorcycles,  boats,  planes,  etc.).* 
Certain  vehicles  are  totally  excluded  (don't  count)  as  a  resource.  The  vehicles  that  are  excluded  are 
those  that: 

(a)  you  use  to  make  a  living  (a  taxi  or  Ashing  boat,  for  example); 

(b)  you  use  for  long-distance  travel  in  order  to  work  (like  a  traveling  salesperson  or  a  migrant  family); 

(c)  you  live  in;  or 

(d)  you  use  to  transport  a  physically  disabled  household  member  if  the  vehicle  is  specially  equipped  to 
meet  the  needs  of  the  disabled  or  is  a  special  type  of  vehicle  (e.g.,  a  van)  that  makes  it  possible  to 
transport  a  disabled  person,  although  this  need  not  be  the  vehicle's  main  use. 

For  vehicles  that  are  not  excluded  there  are  two  tests:  fair  market  vahie  (FMV)  and  equity  value  (EV). 

FMV  means  what  the  vehicle  is  worth.  To  get  the  FMV,  the  food  stamp  office  will  use  something 
called  the  blue  book,  which  is  a  book  used  by  car  dealers  to  fmd  the  wholesale  value  of  automobiles.  The 
food  stamp  office  cannot  increase  the  FMV  because  a  car  has  extra  equipment  or  low  mileage,  nor  can  it 
add  the  value  of  two  cars  together  to  get  an  FMV.  Each  car  must  be  valued  separately.  You  always  have  the 
right  to  show  that  the  FMV  shown  in  the  blue  book  is  too  high  because  the  car  is  in  bad  condition. 
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EV  means  how  much  of  the  vehicle  you  own  (the  difference  between  the  FMV  and  what  you  still  owe 
on  it). 

Here's  how  lo  count  the  value  of  non-excluded  vehicles: 


FAIR  MARKET  VALUE  (FMV) 

Count  the  FMV  in  excess  of  $4,S(X)  as  a 
resource  for: 

•  One  car,  regardless  of  use. 

•  Additional  cars  used  to: 
—get  to  and  from  work; 

—  look  for  work  under  the  FSP's  job 
search  requirement; 

—  get  to  school  or  training  that  will 
prepare  you  for  work. 


EQUITY  VALUE  (EV) 

Count  the  FMV  in  excess  of  $4,500  OR  the 
EV,  whichever  is  greater,  for  all  other  cars. 


EXAMPLE 

The  Branch  waters  are  a  family  of  six,  including  Uncle  Bourbon,  who  is  78.  They 

have  four  cars. 

Car  A  (FMV  $7.S00/EV  $4,000)  is  a  taxi  driven  by  Floria  Branchwater.  It  is  totally 

exempt  because  it  is  used  to  produce  income. 

Car  B  (FMV  $3,300/EV  $750)  is  used  by  Floria's  husband  Igor,  who  drives  it  to  and 

from  work.  It's  exempt  from  the  FMV  test  because  it's  worth  less  than  $4,500.  It's 

exempt  from  the  EV  test  because  it's  used  to  get  to  work. 

Car  C  (FMV  $5.100/EV  $3,000)  is  a  camper  used  on  weekends.  It  is  worth  $600 

[$5,100  -  $4,50O=$600].  It's  exempt  from  the  EV  as  the  one  car  allowed  each 

household,  regardless  of  use. 

Car  D  (FMV  $900/EV  $600)  is  a  dune  buggie  driven  by  Uncle  Bourbon.  It's  not  ex- 
empt, so  the  food  stamp  office  would  count  the  greater  of  the  FMV  over  $4,500  or 
the  EV.  Since  the  FMV  is  less  than  $4,500,  the  EV  of  $600  is  used. 
The  food  stamp  office  will  consider  the  Branchwaters'  cars  to  be  worth  $1,200  [Car 
C  ($600)  +  Car  D  ($600)  =  $1 ,200].  Since  Uncle  Bourbon  is  over  60,  they  can  have 
$3,000  in  resources.  Unless  they  have  other  counted  resources  worth  more  than 
$  1 ,800.  they  will  pass  the  FSP  resource  test . 


13.  WHAT  HAPPENS  IF  YOU  TRANSFER  RESOURCES  TO  ANOTHER 
PERSON? 

When  you  apply  for  the  FSP,  you  will  be  asked  whether  you  have  "transferred"  (gotten  rid  oO  »njr 
resources  in  the  last  three  months.  If  the  answer  is  yes,  the  food  stamp  office  may  try  to  show  that  you  got 
rid  of  the  resource  in  order  to  qualify  for  the  FSP.  If  they  can  prove  this,  you  can  be  disqualified  from 
the  FSP  for  up  to  a  year.  The  same  thing  can  happen  if  you  transfer  a  resource  after  you  start  partici- 
pating in  the  FSP.  Not  all  transfers  count,  however. 

The  transfer  will  not  affect  your  eligibility  if: 

(a)  the  thing  that  was  transferred  does  not  count  as  a  resource  (a  house,  for  example); 

(b)  the  thing  that  was  transferred  counts  as  a  resource,  but  was  not  worth  enough,  cither  by  itself  or 
when  added  to  the  household's  other  resources,  to  exceed  the  resource  limit  (giving  away  a  bond 
worth  $200  when  the  household's  total  counted  resources  are  only  $700,  for  example); 

(c)  the  resource  was  sold  or  traded  at  fair  market  value; 

(d)  the  resource  was  transferred  to  another  household  member;  or 

(e)  the  resource  was  transferred  for  a  reason  other  than  trying  to  qualify  for  the  FSP  (putting  extra 
cash  in  a  trust  fund  for  a  child,  for  example). 
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14.  WHAT  IS  INCOME? 

The  FSP  uses  monthly  income  to  determine  eligibility  and  benefits.  This  means  all  income  received 
or  expected  to  be  received  each  month  by  all  household  members  from  all  sources.  Not  all  income  is 
counted,  however. 


THESE  THINGS  ARE  EXCLUDED  (NOT  COUNTED)  AS  INCOME: 

(a)  any  gain  or  benefit  which  is  not  in  money  Gikc  free  housing,  child  care  or  food): 

(b)  vendor  payments— household  expenses  met  by  a  non-household  member  (like  an  ex-husband  or 
wife)  who  makes  payment  directly  to  a  "third-party"  (like  a  landlord  or  doctor)  for  expenses  like 
rent  or  medical  bills.  This  rule  does  not  apply  when  arrangements  have  been  made  to  withhold 
money  that  would  normally  go  to  the  household; 

(c)  money  earned  by  a  child  under  1 8  who  is  a  student  at  least  half-time; 

(d)  irregular  income  in  small  amounts  (like  money  from  odd  jobs  or  occasional  babysitting)  as  long 
as  it  does  not  add  up  to  more  than  $30  in  three  months; 

(e)  all  loans  EXCEPT  "deferred  payment"  education  loans  (loans  that  do  not  have  to  be  paid  back 
until  you  fmish  school): 

(0  the  portion  of  educational  grants,  scholarships,  fellowships,  veteran's  benefits  and  deferred  pay- 
ment loans  that  go  to  pay  for  tuition  or  "mandatory  fees"  (fees  that  are  charged  to  all  students  in 
school  or  in  a  certain  course); 

(g)  reimbursements— payments  for  past  or  future  expenses  to  pay  you  back  for  things  like  special 
work  clothes,  using  your  own  car  in  your  work,  or  travel  to  and  from  a  job  or  training.  These 
reimbursements  must  be  for  things  other  than  normal  living  expenses; 

(h)  money  received  and  used  for  the  care  and  support  of  a  non-household  member; 

0)  payments  you  receive  only  once,  such  as  income  tax  refunds  and  credits;  security  and  utility 
deposit  refunds:  and  back  benefits  from  programs  like  AFDC,  SSI  and  Social  Security.  These 
lump-sum  payments  count  as  resources; 

(j)  the  cost  of  producing  self-employment  income.  (There  are  special  procedures  for  self-employed 
households  that  are  explained  in  paragraph  17); 

(k)  money  you  get  because  you  have  to  move  due  to  urban  renewal  or  highway  construction: 

(1)    payments  from  the  ACTION  programs  (RSVP,  SCORE,  ACE,  Foster  Grandparents,  VISTA, 
etc.); 
NOTE:  for  people  joining  VISTA  after  March  1 ,  1979,  this  exclusion  applies  only  if  they  were 
receiving  food  stamps  or  public  assistance  when  they  joined  VISTA; 

(m)  payments  from  the  Crisis  Intervention  Program  funded  by  the  Community  Services  Administra- 
tion; 

(n)  any  government  payments  to  help  you  pay  your  fuel  or  energy  bills.' 


15.  HOW  WILL  THE  FOOD  STAMP  OFFICE  PREDICT  YOUR  INCOME? 

The  food  stamp  office  will  base  your  eligibility  and  benefits  on  the  income  you  will  have  in  future 
months.  To  do  this,  they  will  look  at  your  past  income  and  ask  you  whether  you  expect  this  income 
to  continue.  If  you  do,  this  is  the  amount  they  will  use.  But  if  you  are  no  longer  getting  this  income,  or 
expect  income  from  a  new  source,  then  what  you  have  received  in  the  past  doesn't  matter. 

When  future  income  is  hard  to  predict,  the  food  stamp  office  is  only  allowed  to  count  it  if  you  are 
certain  it  will  actually  be  available.  So,  if  you  expect  income  in  the  future  from  a  new  source,  but  are  not 
sure  when  you  will  get  it  or  how  much  you  will  get,  the  food  stamp  office  must  exclude  it. 


EXAMPLES: 

You  have  lost  your  job  and  applied  for  unem-  The  Warner  family  are  migrant  farmworkers, 
ployment  insurance  (UI)-  You  are  eligible  to  re-  They  have  just  come  into  a  new  area,  and  are 
ceive  $95  a  week,  but  the  UI  office  cannot  tell  looking  for  work.  The  local  growers  pay  the 
you  when  your  application  will  be  processed,  minimum  wage,  and  everyone  in  the  family  works. 
The  food  stamp  office  cannot  count  this  income,     but  so  far  no  work  has  been  found.  The  food 

stamp  office  cannot  assume  the  Warner  family 
will  find  work  and  have  income. 


If  you  know  what  your  future  income  will  be,  but  expect  it  to  vary  from  month  to  month,  you 
can  have  the  food  stamp  ofl^ce  average  your  income  so  that  your  benefits  will  be  the  same  each  month. 
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This  is  your  choice — not  theirs.  Ask  the  food  stamp  office  to  figure  it  out  both  ways,  to  see  which  way  is 
better  suited  to  your  needs. 

16.  INCOME  MUST  BE  FIGURED  ON  A  MONTHLY  BASIS. 

In  order  to  find  out  if  you  are  eligible  for  the  FSP  and  what  your  benefits  will  be.  you  will  have  to 
know  your  monthly  income.  That  means  that  income  you  get  every  week  or  every  two  weeks  will  have 
to  be  changed  to  monthly  income.  This  is  not  as  simple  as  it  sounds,  because  the  FSP  has  a  special  rule. 

(a)  To  figure  out  monthly  income  from  weekly  income,  you  must  multiply  weekly  income  by  4.3: 


EXAMPLE:  Ms.  Fox  gets  $90  per  week.  To  find  her  monthly  income  multiply 
$90  by  4.3  [$90  X  4.3  -  $387]. 


(b)  To  figure  out  monthly  income  from  income  you  get  every  two  weeks,  you  must  multiply  by  2. IS: 


EXAMPLE:  Ms.  Sills  gets  $100  every  other  Friday.  To  find  out  her  monthly 
income,  multiply  $100  by  2.15  ($100  x  2.15  -  $215]. 


(c)  To  figure  out  monthly  income  from  income  you  get  twice  a  month,  just  add  the  two 
Twice  a  month  is  different  than  every  two  weeks  (because  there  are  more  than  four  weeks  in 
months). 


EXAMPLE:  Mr.  Block  gets  $186  on  the  1st  and  15th  of  each  month.  To  And  his 
monthly  income  just  add  the  two  amounts  together  [$186  +  $186 
=  $372). 


17.  WHAT  ABOUT  SELF- EMPLOYED  PEOPLE? 


If  you  nrc  sclf-cmploycd,  the  food  stamp  office  will  take  your  annual  income  and  average  it  over 
the  year  (divide  it  by  12),  so  that  your  income  for  the  FSP  will  be  the  same  each  month.  This  is  true 
even  if  you  cam  your  income  in  only  one  or  two  months,  if  this  income  is  intended  to  cover  the  entire 
year. 

In  figuring  your  sclf-cmployment  income,  the  food  stamp  office  must  allow  you  to  deduct  your  busi- 
ness expenses.  These  costs  include  things  like  labor,  stock,  raw  materials,  seed  and  fertilizer,  insurance, 
interest,  taxes,  and  depreciation.  You  cannot  deduct  payments  on  the  principal.  The  income  that  is  left 
after  they  have  deducted  your  costs  of  doing  business  is  your  household's  self-employment  income.  It  will 
be  treated  like  income  from  a  job. 

18.  HOW  DO  YOU  FIGURE  YOUR  MONTHLY  FSP  INCOME  IF  YOU  ARE 
ELDERLY,  BLIND,  OR  DISABLED? 

Eligibility  and  benefits  for  the  FSP  for  households  containing  a  person  60  years  of  age  or  over,  or  a 
person  receiving  Social  Security  disability  or  blindness  payments  or  SSI  are  based  on  net  moatlily  lacoac. 
This  means  income  qfter  certain  deductions.  After  you  have  determined  how  much  of  your  income  should 
be  counted,  and  have  figured  it  out  on  a  monthly  basis,  you  should  subtract  these  deductions  (and  only 
these  deductions): 


INCOME  DEDUCTIONS 

(a)  work  deduction— eighteen  percent  ( 1 8^)  of  your  pay  from  a  job  or  work-training  program; 

(b)  standard  dcductiou— $85  per  household; 

(c)  medical  dcdactloa— household  members  age  60  or  over  or  who  receive  SSI  or  Social  Security 
disability  benefits  can  deduct  monthly  medical  expenses  in  excess  of  $35.  However,  any  portion 
of  medical  expenses  that  will  be  paid  for  or  reimbursed  by  insurance.  Medicare  or  another  source 
cannot  be  deducted. 

(d)  dependent  care  dcdiictiou— expenses  to  care  for  a  child  or  other  dependent  in  order  to  work,  up 
to  $115: 

(e)  fiwiter  deduction— shelter  expenses  (rent  or  mortgages  plus  utilities  and  telephone)  that  exceed 
50^  of  your  income  after  the  other  deductions  have  been  subtracted. 

There  are  different  standard  deductions  and  dependent  care/shelter  deduction  maximums  for 
Alaska,  Guam,  Hawaii,  Puerto  Rico,  and  the  Virgin  Islands.  Please  see  paragraph  64. 
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WARNING:  There  are  instructions  which  more  fully  explain  these  deductions  and  show  how  to  compute 
them  in  paragraph  67.  Do  not  try  to  figure  out  your  FSP  eligibility  before  you  have  read 
these  instructions. 

19.  WHAT  IS  THE  MAXIMUM  NET  MONTHLY  INCOME  YOU  CAN  HAVE 
AND  STILL  BE  ELIGIBLE  FOR  THE  FSP  IF  YOU  ARE  ELDERLY, 
BUND,  OR  DISABLED? 

If  your  household  contains  a  person  60  years  of  age  or  older,  or  a  person  receiving  Social  Security  disa- 
bility or  blindness  payments  or  SSI,  you  can  use  the  following  chart  to  find  the  maximum  net  moatbly  la- 
cone  you  can  have  and  still  get  food  stamps.  Find  your  household  size  at  the  left  of  the  chart.  Then  go 
across  the  chart  to  the  column  that  applies  to  your  state.  The  figure  shown  is  the  maximum  net  monthly  in- 
come your  household  can  have  and  still  qualify  for  the  FSP. 

REMEMBER:  These  are  net  income  figures— the  income  you  have  left  qfter  you  have  excluded  in- 
come that  doesn't  count  and  subtracted  the  deductions  you  are  entitled  to.  These  figures  can  be  used  only 
by  households  with  an  elderly,  blind  or  disabled  person. 


MAXIMUM  NET  MONTHLY  INCOME 

1 

FOR  THE  ELDERLY.  BLIND.  OR  DISABLED                            I 

48  States.  D.C. 

Puerto  Rico, 

Household 

Guam  and 

Size 

Virgin  Islands 

Alaska 

Hawaii 

1 

$    360 

S    451 

$   415 

2 

475 

595 

547 

3 

590 

738 

679 

4 

705 

881 

810 

5 

820 

1,025 

942 

6 

935 

1.168 

1.074 

7 

1.050 

1,311 

1,205 

8 

1,165 

1,455 

1.337 

9 

1.280 

1,599 

1,469 

10 

1,395 

1,743 

1.601 

11 

1,510 

1.887 

1.733 

12 

1.625 

2.031 

1.865 

Each  Added 

Person 

+  115 

+  144 

+  132 

20. 


IF  NO  ONE  IN  YOUR  HOUSEHOLD  IS  ELDERLY  OR  RECEIVES 
SOCIAL  SECURITY  DISABILITY  OR  BLINDNESS  PAYMENTS  OR 
SSI,  HOW  DO  YOU  HQURE  YOUR  MONTHLY  FSP  INCOME? 


For  households  not  containing  a  person  60  years  of  age  or  over,  or  a  person  receiving  Social  Security 
disabiUty  or  blindness  payments  or  SSI.  eligibility  for  the  FSP  is  based  on  gross  monthly  income. 

To  figure  gross  income,  total  all  the  household's  income  before  taxes.  Social  Security  contributions, 
or  anything  else  that  is  taken  out.  Remember,  some  income  does  not  count  (check  Paragraph  14).  Your  pay 
stub  should  have  your  gross  income  on  it. 

21.  WHAT  IS  THE  MAXIMUM  GROSS  MONTHLY  INCOME  YOU  CAN 
HAVE  AND  STILL  BE  ELIGIBLE  FOR  THE  FSP  IF  YOU  ARE  NOT 
ELDERLY,  BUND,  OR  DISABLED? 

To  find  the  maximum  gross  monthly  income  you  can  have  and  still  get  food  stamps,  look  at  the 
following  chart.  Find  your  household  size  at  the  left  of  the  chart.  Then  go  across  the  chart  to  the  column 
that  applies  to  your  state.  The  figure  shown  is  the  maximum  gross  monthly  income  your  household  can 
have  and  still  qualify  for  the  FSP. 
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GROSS  MONTHLY  INCOME 

ELIGIBILITY  STANDARDS 

48  States,  District  of 

Columbia.  Guam. 

Household 

Puerto  Rico,  and 

Size 

Virgin  Islands 

Alaska 

Hawaii 

$    467                    ;       $    587 

$    540 

617 

773 

711 

766 

959 

882 

916 

1.146 

1. 053 

1.065 

1.332 

1.225 

1.215 

1.518 

1.396 

1.364 

1.705 

1.567 

1,514 

1.891 

1.738 

Each  added 

person 

+  150 

+  187 

+  172 

22.  HOW  WILL  FOOD  STAMP  BENEFITS  BE  FIGURED  FOR  HOUSE- 
HOLDS NOT  CONTAINING  A  PERSON  WHO  IS  60  YEARS  OF  AGE 
OR  OLDER  OR  WHO  RECEIVES  SOCIAL  SECURITY  DISABILITY 
OR  BLINDNESS  PAYMENTS  OR  SSI? 

The  amount  of  benefits  a  household  will  receive  if  it  docs  not  contain  a  person  60  years  of  age  or  over, 
or  a  person  receiving  Social  Security  blindness  or  disability  payments  or  SSI.  is  based  on  net  monthly  in- 
come. This  means  income  after  certain  deductions.  After  you  have  determined  how  much  of  your  income 
should  be  counted,  and  have  figured  it  out  on  a  monthly  basis,  you  should  subtract  these  deductions  (and 
only  these  deductions): 


INCOME  DEDUCTIONS 

(a)  work  dednction— eighteen  percent  (18%)  of  your  pay  from  a  job  or  work-training  program; 

(b)  standard  dednction— $85  per  household; 

(c)  dependent  care  dednction —expenses  to  care  for  a  child  or  other  dependent  in  order  to  work ; 

(d)  shelter  deduction— shelter  expenses  (rent  or  mortgages  plus  utilities  and  telephone)  that  exceed 
50*h  of  your  income  after  the  other  deductions  have  been  subtracted. 

NOTE:  The  dependent  care  and  shelter  deduction,  alone  or  combined,  can't  exceed  SI  15. 
There  are  different  standard  deductions  and  dependent  care/shelter  deduction  maxi- 
mums for  Alaska.  Guam,  Hawaii,  Puerto  Rico,  and  the  Virgin  Islands.  Please  see 
paragraph  64. 


WARNING:  There  are  instructions  which  more  fully  explain  these  deductions  and  show  how  to  compute 
them  in  paragraph  67.  Do  not  try  to  figure  out  your  FSP  eligibility  before  you  have  read 
these  instructions. 

23.  HOW  MANY  STAMPS  WILL  YOU  GET? 

The  amount  of  stamps  you  will  get  is  called  the  coupon  allotment.  It  depends  on  your  household  size 
and  net  monthly  income.  If  you  live  in  the  48  states  or  D.C.,  there  is  a  chart  on  page  30  that  will  show  you 
what  your  coupon  allotment  will  be  in  the  months /o//owm;  the  month  you  first  applied  for  food  stamps. 
CAUTION:  Be  sure  to  read  paragraph  24  to  figure  out  the  amount  of  food  stamps  the  household  will 
receive  for  the  fyst  month  an  allotment  is  issued  to  the  household.  If  you  want  to  understand  how  the 
coupon  allotments  are  figured  out  without  using  the  chart,  please  follow  the  instructions  below. 

(a)  Look  at  the  chart  below  and  find  your  household  size.  Now  go  to  the  column  that  applies  to  your 
state.  The  figure  shown  in  that  column  is  the  maximum  coupon  allotment  for  a  household  of  your  size. 
Write  that  figure  down. 

(b)  Now  take  your  net  monthly  income  and  multiply  it  by  30%  (0.3).  Round  to  the  nearest  dollar. 
Take  this  answer  and  subtract  it  from  your  maximum  coupon  allotment.  The  answer  is  your  monthly 
coupon  allotment. 
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EXAMPLE:  A  three-person  household  in  Puerto  Rico  has  a  monthly  income  of 
$108.  Their  coupon  allotment  is  $142.  [Step  1:  $108  x  .30  =  $32.40 
Step  2:  $32.40  =  $32  Step  3:  $174  -  $32  =  $142] 


MAXIMUM  COUPON  ALLOTMENTS                                | 

Household 

48  States 

Puerto 

Virgin 

Size 

and  D.C. 

Alaska 

Hawaii 

Rico* 

Islands 

Guam 

1  ♦ 

$70 

S108 

$95 

$66 

$  88 

$101 

2* 

128 

197 

175 

122 

161 

185 

183 

283 

250 

174 

230 

256 

233 

359 

318 

221 

292 

337 

277 

426 

378 

262 

347 

400 

332 

512 

453 

315 

416 

480 

367 

565 

501 

348 

460 

531 

419 

646 

572 

398 

526 

607 

472 

727 

644 

448 

592 

683 

10 

525 

808 

716 

498 

658 

759 

11 

578 

889 

788 

548 

724 

835 

12 

631 

970 

860 

598 

790 

911 

Each 

Added 

Person 

+  53 

+  81 

+  72 

+  50 

+  66 

+  76 

NOTE:  These  figures  may  change  on  October  1,  1982. 

'WARNING:  For  some  one-  and  two-person  households  that  are  eligible,  but  have  incomes  near  the  maximum,  the  instructions  in 
this  paragraph  don't  work.  This  is  because  30^  of  their  net  monthly  income  is  more  than  the  maximum  coupon  allotment.  If  this 
happens,  just  ignore  the  instructions— their  coupon  allotment  will  be  SIO. 

24.  HOW  MANY  FOOD  STAMPS  WILL  YOU  QET  FOR  THE  FIRST 
MONTH  YOU  ARE  ELIGIBLE? 

For  the  first  month  a  household  receives  a  coupon  allotment  (following  any  period  of  more  than  30 
days  in  which  a  household  was  not  certified  to  participate  in  the  FSP)  food  stamp  benefits  will  be  given 
only  for  the  days  remaining  in  the  month.  This  procedure  is  called  prorating. 

For  the  first  month  the  food  stamp  office  will  prorate  a  households  benefits  using  one  of  the  following 
methods: 

(A)  The  food  stamp  office  will  use  a  30  day  month.  (Households  applying  on  the  31st  will  be  treated 
as  though  it  applied  on  the  30th.) 

The  allotment  will  be  based  on  the  following  formula: 

Allotment  =  Full  Month's  Benefits  =  31  -  Date  of  Application 
(See  chart  on  pages  30 

30-35.  You  need  to 
compute  the 
household's  net  mon- 
thly income  and  size 
to  use  the  chart.) 

For  example,  the  household  in  paragraph  68  applies  on  October  20.  They  would  receive  an  allotment  of 

$37.00  in  the  month  of  application.  $102  x  31-20  =  37.40  =  37 

30 


OR 


(B)  The  food  stamp  office  will  prorate  the  first  month's  benefits  over  the  exact  length  of  the  particular 

calendar  month. 
The  allotment  under  method  B  will  be  based  on  this  formula: 
Allotment  =  Full  Month's  Benefits  x  (number  of  days  in  the  month)  +  (1)  -  date  of  application 
(Sec  chart  on  pages  number  of  days  in  the  month 

30-3S) 


0-82 26 
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For  example,  the  hous^old  in  paragraph  68  applies  on  October  S.  They  would  receive  an  allotment  of 
$89.00.  $102  X  (31)  +  (1)  ~  (5)  =  88.84  =  89 
31 

Instead  of  using  either  formula,  the  food  stamp  office  may  use  the  Food  Stamp  Allotment  Proration  Table. 
This  table  is  available  from  your  state. 

25.  DO  YOU  HAVE  TO  PAY  FOR  THE  STAMPS? 

No.  The  stamps  are  free.  The  purchase  price  has  been  dropped  from  the  FSP. 

26.  WORK  REGISTRATION  AND  JOB  SEARCH  REQUIREMENT 

In  addition  to  meeting  the  resource  and  income  tests,  some  household  members  will  also  have  to 
register  for  work  at  the  food  stamp  office  and  report  to  the  state  and  local  employment  service.  This  is  called 
the  work  rcglstnilioii/Job  search  reqniremenl. 

27.  WHO  MUST  REGISTER  FOR  WORK? 

All  able-bodied  household  members  between  1 8  and  60  must  register  for  work  when  they  apply 
for  the  FSP  and  every  six  months  after  that  UNLESS  they: 

(a)  are  physically  or  mentally  unable  to  work; 

(b)  are  already  working  at  least  30  hours  per  week; 

(c)  must  take  care  of  a  child  under  12;* 

(d)  must  take  care  of  a  child  12-18  if  at  least  one  of  the  child's  parents  is  already  registered  or 
working; 

(e)  must  take  care  of  adults  who  cannot  take  care  of  themselves: 

(f )  are  enrolled  in  the  WIN  Program; 

(g)  are  participating  in  a  drug  addiction  or  alcoholic  treatment  program;  or 

(h)  are  receiving  unemployment  insurance,  or  have  registered  for  work  in  order  to  get  it. 

NOTE:  The  food  stamp  office  may  ask  you  to  support  your  reasons  for  not  being  physically  or  mentally 
able  to  work.  You  can  do  this  with  a  letter  from  your  doctor  or  another  document  showing 
you  arc  disabled. 

If  you  are  not  exempt  from  the  work  registration /job  search  requirement,  the  food  stamp  office  will  re- 
quire you  to  fill  out  a  work  registration  form.  They  may  then  send  your  registration  form  to  the  State 
Employment  Security  Agency  (SESA).  Once  SESA  has  received  your  registration  form,  they  will  send  you  a 
letter  informing  you  of  an  interview  date.  If  the  date  or  time  is  inconvenient,  you  can  odl  the  office  to 
reschedule  it.  You  nnst  appear  at  the  interview  in  order  to  continue  to  participate  in  the  FSP.  In  the  inter- 
view SESA  may  make  referrals  to  available  jobs. 

28.  WHAT  HAPPENS  IF  THE  EMPLOYMENT  SERVICE 
FINDS  YOU  A  JOB? 

People  who  arc  required  to  register  for  work  must  accept  any  job  the  employment  service  finds 
for  them  as  long  as  the  job  is  saitabk. 

If  you  are  referred  to  a  job  by  the  employment  service  and  you  accept  it,  you  must  continue  work- 
ing there  until:  (1)  the  work  registration  requirement  no  longer  applies  to  you;  OR  (2)  the  job  ii  no 
longer  suitable;  OR  (3)  the  job  ends  or  you  have  to  leave  for  reasons  beyond  your  control. 
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A  job  is  not  suitable  if:" 

(a)  it  pays  less  than  the  Federal  or  state  minimum  wage  (^fW),  or  80%  of  the 
MW  if  the  job  is  not  covered  by  MW  laws; 

(b)  it  is  offered  on  a  piece-rate  basis,  and  the  average  hourly  pay  does  not  meet 
the  requirement  of  (a),  above; 

(c )  it  is  dangerous  to  your  health  or  safety ; 

(d)  it  requires  a  daily  commuting  time  of  more  than  two  hours; 

(e)  it  is  work  that  you  are  physically  or  mentally  unable  to  do; 

(f )  it  requires  you  to  join  or  resign  from  a  union  or  prohibits  joining  a  union; 

(g)  it  is  at  a  site  where  there  is  a  strike  or  lockout  (unless  the  strike  has  been  en- 
joined under  the  Taft-Hartley  Act  or  the  Railway  Labor  Act); 

(h)  it  is  not  work  you  are  familiar  with  or  have  done  before  (this  exception 
only  applies  for  the  first  thirty  days) ; 

(1 )    the  type  of  work  or  the  hours  interferes  with  your  religious  beliefs. 


29.  YOUR  RESPONSIBILITIES  UNDER  THE  WORK  REGISTRATION 
AND  JOB  SEARCH  REQUIREMENT 

During  your  initial  interview  with  the  State  Employment  Security  Agency  (SESA)  a  decision  will  be 
made  as  to  what  job  search  category  you  arc  in.  Your  job  search  category  will  determine  what  your  duties 
are  as  a  work  registrant.  The  categories  and  the  requirements  are  as  follows: 

Category  1— Job  Ready 

—  You  may  be  considered  to  be  job  ready  if  there  are  no  apparent,  substantial  barriers  to  your 
employment.  Once  you  are  job  ready,  you  must  comply  with  job  search  requirements. 

—  The  requirements  are  effective  for  twelve  months  starting  with  the  first  month  of  registration. 

—  The  job  search  requirements  must  be  carried  out  for  a  period  of  8  weeks  within  that  twelve 
months. 

—  During  that  8  week  period  you  will  be  required  to  contact  up  to  twenty-four  prospective 
employers.  You  will  be  required  to  report  the  results  of  these  contacts  to  the  SESA  at  least  twice 
during  the  8  week  period.  At  that  time  the  SESA  will  be  responsible  for  checking  its  files  to  see  if 
any  current  referrals  exist. 

—  The  SESA  will  tell  you  during  your  intial  interview  how  to  report  job  contacts.  Reporting  job  con- 
tacts is  extremely  important.  Failure  to  make  all  the  required  number  of  contacts  may  result  in 
your  household's  disqualification  from  the  FSP. 

—  If  the  SESA  determines  that  any  of  your  job  contacts  are  not  accepted  for  such  reasons  as  suitability 
or  the  manner  in  which  you  contacted  the  employer,  you  are  allowed  an  additional  two  weeks  to 
make  up  the  disallowed  contacts. 

Category  II— Non-Job  Ready 

You  may  be  considered  to  be  non-job  ready  if  one  of  the  following  factors  presents  a  substantial  bar- 
rier to  your  employment:  (1)  medical,  language,  or  family  problems;  (2)  lack  of  available  public  or  private 
transportation  on  a  regular  basis;  (3)  temporary  lay-off  from  a  job  to  which  you  expect  to  return  within  60 
days;  or  (4)  anything  else  which  may  make  it  difficult  for  you  to  find  a  job. 

Generally,  work  registrants  in  category  11  will  not  be  assigned  a  specific  job  search  activity.  However, 
if  you  are  determined  to  be  non-job  ready  because  you  are  temporarily  laid-off,  you  may  be  called  in  for  a 
review  of  your  situation  at  the  end  of  60  days.  Otherwise,  you  may  be  called  in  by  the  SESA  during  the  six- 
month  registration  period  for  possible  referral  to  jobs. 

Category  m— Exempt 

You  may  be  determined  to  be  exempt  from  job  search  requirements  if  you  (1)  live  more  than  2  hours 
(round  trip)  from  the  SESA  office  or  potential  employers;  (2)  you  are  a  migrant  or  seasonal  farmworker 
following  the  work  stream;  (3)  you  are  a  member  of  an  exempt  group,  as  determined  by  USDA,  because 
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you  live  in  an  economically  depressed  area;  or  (4)  you  are  subject  to  other  reason  making  it  "impractical" 
for  you  to  look  for  work.  Work  registrants  in  category  III  will  not  be  required  to  meet  the  job  search  re- 
quirements. However,  should  the  SESA  determine  that  exempt  status  no  longer  applies  to  you,  you  will  be 
reclassified  as  job-ready  or  non-job  ready.  Once  you  are  reclassified,  you  will  have  to  meet  the  job  seardi 
requirements  of  that  category. 

30.  WHAT  HAPPENS  IF  YOU  FAIL  TO  COMPLY  WITH  A  WORK 
REGISTRATION/JOB  SEARCH  REQUIREMENT? 

If  the  food  stamp  office  believes  you  have  failed  to  meet  the  work  registration/job  search  requirements 
without  good  cause,  the  whole  household  can  be  disqualified  from  the  FSP  for  two  months,  or  until  the 
work  requirements  are  met,  or  the  household  member  causing  the  disqualification  becomes  exempt  from 
work  registration  requirements,  or  that  household  member  causing  the  disqualification  is  no  longer  a 
member  of  the  household. 

Good  cause  includes  things  beyond  your  control,  like  illness,  injury,  transportation  problems,  bad' 
weather,  or  failure  to  receive  a  notice  from  the  employment  service  or  the  food  stamp  office  asking  you  to 
do  something. 

If  the  food  stamp  office  tries  to  disqualify  you  for  failure  to  meet  any  of  the  work  registration/job 
search  requirements,  and  you  disagree  with  their  decision,  you  should  ask  for  a  fair  hearing  to  contest  their 
action.  (Fair  hearings  are  explained  in  paragraph  43.) 

In  addition,  if  the  household  member  earning  the  most  income  quits  his  or  her  job  without  good  cause 
before  applying  for  the  FSP,  the  household  can  be  disqualified  for  two  months." 

31.  HOW  DO  YOU  APPLY  FOR  THE  FSP? 

You  apply  for  the  FSP  by  filing  an  appHcation  fonii.  You  can  get  an  application  form  by  contact- 
ing any  food  stamp  office.  In  addition,  each  state  has  a  "toll  free  hotline,"  which  is  a  telephone  number 
you  can  call  without  charge  to  get  information  about  the  FSP  and  an  application  form.  If  you  ask  for 
the  application  form  by  mail,  it  must  be  mailed  to  you  the  same  day  you  request  it.  If  you  go  to  the 
food  stamp  office  and  ask  for  an  application,  they  must  give  it  to  you  right  away.  (They  must  also  give 
a  supply  of  application  forms  to  groups  that  work  with  the  FSP  or  have  contact  with  low-income  people, 
like  legal  aid  offices.  Community  Action  Agencies,  and  welfare  rights  groups.) 

Once  you  have  the  application  form,  all  you  have  to  do  is  fill  in  your  name  and  address,  and  sign 
and  date  the  form.  No  other  information  is  required  in  order  to  file  the  application.  You  can  submit  the 
application  by  mail,  submit  it  in  person  at  the  food  stamp  oSice,  or  have  a  friend  or  relative  file  the 
application  for  you. 

The  food  stanp  oflke  most  give  you  an  application  form  and  let  yon  file  It  the  sane  day  you  first 
ask  to  apply.  They  cannot  interfere  with  this  right  in  any  way.  The  food  stamp  office  cannot  make  you 
come  back  another  day,  or  make  you  wait  to  see  a  caseworker,  or  limit  the  number  of  people  they  will 
take  applications  from.  If  you  go  to  a  food  stamp  office  that  does  not  serve  your  neighborhood,  they 
will  give  you  the  address  of  the  right  office,  but  th-jy  still  have  to  accept  your  application  and  forward 
it  to  the  food  stamp  office  that  serves  the  area  where  you  live. 

If  everyone  in  your  household  is  also  applying  for  Aid  to  Families  With  Dependent  Children 
( AFDC),  the  welfare  office  must  let  you  apply  for  AFDC  and  the  FSP  at  the  same  time.  Likewise  if  every- 
one in  your  household  is  applying  for  Supplemental  Security  Income  (SSI),  the  Social  Security  office 
must  let  you  apply  for  SSI  and  the  FSP  at  the  same  time.  Neither  the  welfare  office  nor  the  Social  Security 
office  can  make  you  see  another  worker  or  go  to  another  office. 

If  you  are  applying  for  state  or  local  welfare — usually  called  General  Assistance — you  may  be  able 
to  apply  for  the  FSP  at  the  same  time.  Even  if  you  are  not  able  to  apply  for  both  programs  at  the  same 
time,  the  General  Assistance  office  must  give  you  a  FSP  application  form  and  tell  you  where  to  file  it. 

32.  WHAT  HAPPENS  AFTER  YOU  FILE  YOUR  APPLICATION? 

Once  the  food  stamp  office  that  serves  your  neighborhood  has  received  your  application,  H  hat  30 
days  to  act  on  your  application  and  provide  yon  with  food  stamps  if  yon  are  eligible.  (The  30  days  begin  the 
day  after  you  file  your  application.)  The  food  stamp  office  must  comply  with  the  30  day  rule  even  if  you 
have  applied  for  AFDC,  SSI,  or  General  Assistance  at  the  same  time,  and  it  takes  them  longer  to  make  a 
decision  about  your  eligibility  for  those  programs.  You  will  get  food  stamps  for  the  days  remaining  in  the 
month  in  which  you  apply,  even  if  the  food  stamp  office  doesn't  act  on  your  application  until  the  next 
month. 
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In  order  to  complete  the  application  process,  the  food  stamp  office  will  have  to  find  out  who  lives  in 
your  household,  what  their  income  and  resources  are,  whether  they  are  covered  by  the  work  requirement, 
and  the  Social  Security  numbers  of  all  household  members  except  students  under  age  18  (although  you 
have  90  days  to  get  the  numbers  if  you  don't  have  them).  The  food  stamp  office  will  go  over  this  informa- 
tion in  a  face-to-face  iatcrview  at  the  office.  The  interview  may  take  place  on  the  same  day  you  file  your 
application,  or  the  food  stamp  office  may  ask  you  to  come  back  on  another  day.  Remember,  however,  that 
the  30  days  begin  to  run  the  day  after  you  file  your  application,  even  if  the  interview  is  held  later. 

NOTE:  There  are  some  exceptions  to  the  rule  about  face-to-face  interviews  at  the  food  stamp  office. 
Please  see  paragraph  35. 

33.  WHAT  HAPPENS  AT  THE  INTERVIEW? 

During  the  interview,  the  caseworker  will  ask  you  about  your  household  circumstances,  and  will 
also  ask  you  to  provide  proof  about  some  things.  This  is  called  vcrificalion.  Verification  can  be  provided 
in  three  different  ways: 

(a)  Docunientary  evidence— written  documents  like  pay  stubs  or  utility  bills,  a  driver's  license  or  an 
ID  card  for  another  benefits  or  social  services  program. 

(b)  Cdfaitenil  contacts— contacts  with  people  outside  your  household  who  can  support  the  informa- 
tion you  have  given  (like  your  employer,  your  landlord,  or  household  neighbors,  for  example). 
The  food  stamp  office  must  get  your  permission  before  making  a  collateral  contact. 

(c)  Home  visits — the  food  stamp  office  can  use  a  home  visit  if  documentary  evidence  is  not  avail- 
able provided  they  schedule  the  visit  in  advance. 

If  you  have  receipts  for  your  most  recent  rent  or  mortgage  payments,  telephone  and  utility  bills, 
and  dependent  care  expenses,  take  these  receipts  with  you  when  you  arc  interviewed  to  speed  things  up. 
If  you  have  difficulty  in  providing  verification,  or  answering  a  question,  the  caseworker  must  help  you. 
But  if  you  refuse  to  answer  the  questions  or  cooperate  in  providing  the  verification,  the  food  stamp 
office  is  allowed  to  turn  down  your  application. 


Federal  law  requires  the  caseworker  to  get  verification  of  seven  things: 

(a)  income  that  is  counted  for  FSP  purposes; 

(b)  the  alien  status  of  a  household  member  who  indicates  that  he  or  she  is  not  a  U.S. 
citizen; 

(c)  utility  bills,  if  you  want  to  claim  your  actual  utility  costs  rather  than  the  state's 
utility  allowance  and  these  costs  result  in  a  deduction  (see  paragraph  67); 

(d)  the  Social  Security  numbers  of  all  household  members  except  students  under  age 
18.  (You  have  90  days  to  get  the  numbers  of  those  who  don't  have  them.);'* 

(e)  Medical  expenses  over  $35  for  people  over  60  or  for  people  who  receive  SSI  or 
Social  Security  disability; 

(0  residency;  and 

(g)  identity  of  the  person  applying  for  food  stamps.  (If  an  authorized  representative 
applies  on  behalf  of  your  household,  the  identity  of  the  authorized  representa- 
tive and  the  head  of  household  must  be  verified.) 


In  addition  to  these  items,  the  caseworker  may  ask  for  verification  of  other  items.  This  will  vary  from 
state  to  state  and  the  verification  rules  on  the  following  items  may  vary  within  the  state.  Depending  on  the 
rules  covering  your  area,  you  may  be  asked  to  verify: 

(a)  shelter  costs  if  these  costs  result  in  a  deduction  (see  paragraph  67); 

(b)  utility  expenses; 

(c)  dependent  care  costs; 

(d)  household  size; 

(e)  cash  on  hand,  savings,  stocks  and  bonds;  or 
(0  loans. 

The  caseworker  will  also  ask  for  verification  of  qnestionable  information.  This  will  happen  when 
information  you  give  the  food  stamp  office  differs  from  other  information  given  to  the  food  stamp  office 
by  yourself  or  somebody  else  (like  a  neighbor  or  employer).  To  be  on  the  safe  side,  be  prepared  to  verify  as 
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many  faas  about  your  household  circumstances  as  you  can.  When  caseworkers  ask  for  additional  infor- 
mation, ask  them  to  write  down  what  additional  information  is  needed. 

If  you  do  not  have  the  verification  that  the  caseworker  asks  for.  the  food  stamp  office  must  give 
you  at  least  10  days  to  get  it.  If  the  caseworker  thinks  you  are  not  telling  the  truth  about  something, 
you  must  be  told  about  this  problem,  and  given  a  chance  to  tell  your  side  of  the  story. 

34.  CAN  SOMEONE  ELSE  APPLY  FOR  YOU? 

Yes.  Someone  who  is  not  a  member  of  your  household  can  apply  for  you,  go  to  the  interview,  and 
provide  the  information  the  food  stamp  office  needs  to  complete  your  application.  This  person  is  called 
an  authorized  representative.  He  or  she  can  be  a  friend,  a  relative,  someone  who  works  for  an  agency, 
or  anyone  you  choose.  In  addition  to  applying  for  you.  an  authorized  representative  can  also  get  your 
stamps  for  you  if  you  are  found  eligible,  as  well  as  use  the  stamps  to  buy  your  groceries. 

If  you  want  someone  to  be  your  authorized  representative,  you  should  write  a  note  to  the  food 
stamp  office  that  says  you  have  given  your  permission  for  this  person  to  be  your  authorized  repre- 
sentative. 

35.  DO  YOU  HAVE  TO  BE  INTERVIEWED  AT  THE  FOOD  STAMP 
OFFICE? 

No.  Although  interviews  are  usually  held  at  the  food  stamp  office,  they  do  not  have  to  be.  The  food 
stamp  office  can  always  waive  (excuse  you  from)  the  interview.  It  must  waive  the  office  interview  if  you 
are  not  able  to  appoint  an  authorized  representative,  and  all  members  of  your  household  are  either  65 
(or  older)  or  disabled.  The  office  interview  may  also  be  waived  if  you  cannot  appoint  an  authorized  rep- 
resentative, and  no  adult  in  your  household  is  able  to  get  to  the  food  stamp  office  because  of  illness, 
bad  weather,  transportation  problems,  or  other  good  reasons,  though  the  decision  to  waive  the  office 
interview  in  these  cases  is  up  to  the  food  stamp  office. 

The  food  stamp  office  will  not  waive  the  office  interview  unless  you  ask  them.  If  they  waive  the 
interview  at  the  office,  they  will  either  interview  you  by  telephone,  or  will  make  a  home  vWt  (come  to 
your  home  to  interview  you  there).  The  food  stamp  office  must  check  with  you  before  making  a  home 
visit,  to  be  sure  that  the  time  and  date  are  convenient  for  you. 

If  they  do  make  a  home  visit,  it  is  only  to  obtain  the  same  information  you  would  have  given 
them  if  you  had  been  able  to  get  to  the  food  stamp  office.  They  cannot  look  around  your  home,  search 
your  closets,  or  ask  you  questions  about  your  personal  life.  Nor  can  they  turn  you  down  for  not  an- 
swering questions  that  have  nothing  to  do  with  your  eligibility  for  the  FSP. 

36.  CAN  YOU  QET  EMERGENCY  FOOD  STAMPS? 

Yes,  if  your  lack  of  income  qualifies  you  for  what  is  known  as  expe<ttted  aenricc. 


The  food  stamp  office  MUST  give  you  expedited  service  if: 

(a)  you  have  no  income  after  deductions;  OR 

(b)  you  are  deatttnte. 

Your  household  is  destitute  if: 

( 1 )  your  only  income  for  the  month  you  apply  in  was  received  before  the  day  you 
applied  for  the  FSP;  AND 

(2)  that  income  is  from  a  source  that  is  no  longer  available;  AND 

(3)  you  do  not  expect  to  get  more  than  $25  from  a  new  source  for  at  least  10 
days. 


If  you  are  eligible  for  expedited  service,  the  food  stamp  office  will  ask  you  for  some  identification 
that  shows  who  you  are  and  where  you  live.  If  you  do  not  have  any  identification,  the  food  stamp  office 
will  make  a  collateral  contact  to  confirm  that  your  household  really  exists  and  lives  in  the  area.  They 
must  put  off  other  verification  until  later  if  you  do  not  have  the  information  they  ask  for. 

The  food  stamp  office  must  either  mail  you  your  stamps  within  two  days  or  have  them  ready  to 
be  picked  up  at  the  start  of  the  third  day.  This  means  days  that  the  office  is  normally  open. 
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You  can  apply  for  expedited  service  through  an  authorized  representative,  or  can  ask  the  food 
stamp  office  to  let  you  apply  by  a  telephone  interview  or  home  visit  if  you  are  in  a  situation  where 
the  office  interview  should  be  waived.  If  you  are  not  eligible  for  expedited  service,  the  food  stamp  office 
will  process  your  application  in  the  regular  way. 

37.  HOW  DO  YOU  FIND  OUT  WHAT  ACTION  THE  FOOD  STAMP 
OFRCE  HAS  TAKEN  ON  YOUR  APPLICATION? 

The  food  stamp  office  must  send  you  a  notice  telling  you  what  action  they  have  taken  on  your  applica- 
tion within  30  days  after  the  date  you  apply.  If  you  are  eligible,  they  must  make  sure  that  you  also  get  your 
stamps  within  30  days.  In  addition,  the  food  stamp  office  will  send  you  an  identification  card  (ID),  which 
you  are  supposed  to  have  with  you  when  you  get  and  use  your  food  stamps.  In  some  states,  you  may  be  re- 
quired to  have  your  picture  taken  for  the  ID  card.  Housdiolds  may  be  exempted  from  this  requirement  if 
certification  for  the  FSP  occurred  someplace  other  than  the  food  stamp  office,  or  if  their  religious  beliefs 
prohibit  being  photographed.  If  your  state  does  not  require  photo  ID's  in  your  city,  they  can  still  ask  to 
have  your  picture  taken  for  the  ID  card.  If  you  don't  want  your  picture  taken  when  it  is  not  required,  you 
can  refuse.  This  will  not  affect  your  eligibility  for  the  FSP. 

3&  WHAT  ABOUT  PEOPLE  WHO  USE  A  LANGUAGE  OTHER 
THAN  ENGLISH? 

Throughout  the  country,  there  are  communities  where  many  people  use  a  language  other  than 
English.  They  may  speak,  read  and  write  in  Spanish,  Chinese  or  Italian,  for  example,  and  have  trouble 
understanding  and  communicating  in  English.  This  means  they  may  have  trouble  in  applying  for  food 
stamps  and  providing  the  food  stamp  office  with  the  information  it  needs  to  complete  the  application. 

In  these  communities,  the  food  stamp  office  is  supposed  to  have  people  available  who  are  bilingHil — 
who  can  communicate  in  both  English  and  whatever  other  language  is  commonly  used  in  the  commu- 
nity. In  addition,  the  food  stamp  office  is  supposed  to  have  written  materials  which  explain  the  FSP,  as 
well  as  application  forms  and  notices,  that  are  written  in  the  language  that  is  commonly  used  in  the 
community. 

39.  HOW  DO  YOU  GET  THE  STAMPS? 

The  way  that  stamps  are  issued  varies  from  state  to  state,  and  may  vary  from  one  community  to 
another  within  a  state.  In  most  places  you  will  get  an  anthorizatioii  to  participate  (ATP)  card  in  the 
mail  each  month,  which  shows  the  amount  of  stamps  you  are  eligible  to  receive.  You  then  take  the 
ATP  card  to  an  issuance  center,  and  trade  in  the  ATP  card  for  the  stamps.  The  issuance  center  may  be 
a  bank,  a  post  office,  or  any  other  place  the  state  selects  to  issue  stamps. 

Not  all  states  use  ATP  cards.  Some  states  use  a  limiselMrid  bsniice  record  (HIR).  In  places  that 
use  a  HIR  system,  you  go  to  the  issuance  office  each  month  and  they  issue  your  stamps  after  they  look 
up  your  record. 

In  addition  to  ATP  and  HIR  systems,  some  states  use  mail  issuance  systems.  There  arc  two  kinds 
of  mail  issuance.  In  direct  mail  issuance  systems,  the  stamps  themselves  arc  mailed  to  you  each  month. 
In  indirect  mail  issuance  systems,  you  are  mailed  an  ATP  card  each  month,  which  you  must  then  mail 
back.  Your  stamps  are  then  mailed  back  to  you. 

40.  HOW  LONG  WILL  YOU  REMAIN  ON  THE  FSP? 

Once  the  food  stamp  office  has  determined  that  you  qualify  for  the  FSP,  you  will  be  certified  (offi- 
cially found  eligible)  to  receive  food  stamps  for  a  certain  number  of  months,  called  the  certification  period. 
Cenifications  periods  vary  from  one  month  to  a  year.  (Most  households  are  cenified  for  three  months.) 
Households  that  have  stable  incomes  and  do  not  expect  any  changes  in  household  circumstances  are  sup- 
posed to  be  cenified  for  longer  periods  of  time.  The  food  stamp  office  cannot  certify  you  for  less  than 
three  months  unless  there  is  a  good  chance  your  income  may  change  within  the  next  month  or  two. 

When  your  certification  period  ends,  your  eligibility  to  participate  in  the  FSP  also  ends.  You  have  to 
reapply  for  the  FSP  in  order  to  continue  getting  benefits.  Before  your  certification  period  ends,  the  food 
stamp  office  must  send  you  a  notice  reminding  you  of  this  fact,  and  give  you  a  chance  to  be  recertified  (ap- 
ply and  be  found  eligible  again).  If  you  reapply  before  the  ISth  day  of  the  last  month  of  your  certification 
period,  and  you  are  still  eligible,  the  food  stamp  office  must  make  sure  that  there  is  no  interruption  in  your 
food  stamps.  The  elderiy  and  disabled  receiving  SSI  benefits  may  be  recertified  for  food  stamps  at  the 
Social  Security  office. 
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41.  WHAT  HAPPENS  IF  YOUR  HOUSEHOLD  CIRCUMSTANCES 
CHANGE? 

If  your  household  circumstances  change,  you  must  report  the  change  to  the  food  stamp  office 
within  10  days.  Not  all  changes  have  to  be  reported,  however. 


You  must  notify  the  food  stamp  office  ONLY  if: 

(a)  your  gross  monthly  income  goes  up  or  down  by  more  than  $25; 

(b)  the  number  of  people  in  your  household  changes; 

(c)  you  change  your  residence  and  have  new  shelter  costs; 

(d)  you  get  a  licensed  vehicle  that  is  not  excluded  under  the  resource  rules;  or 

(e)  your  liquid  resources  (cash,  savings,  stocks  and  bonds)  increase  over  the 
resource  limit. 


The  food  stamp  office  will  give  you  a  change  report  form  when  you  are  certified  and  recertified. 
The  postage  is  already  paid.  If  you  use  the  form  to  report  a  change,  they  will  send  you  another  form 
for  future  use.  If  you  are  not  sure  whether  you  should  report  a  change  or  not,  it  is  best  to  play  it  safe 
and  report  it. 

42.  WHAT  HAPPENS  IF  YOU  MOVE? 

If  you  move  to  another  county  or  state,  you  have  the  right  to  keep  getting  food  stamps  for  60  days  after 
you  move,  if  the  members  of  your  household  stay  the  same.  The  food  stamp  office  where  you  lived  before 
the  move  must  prepare  the  papers  (known  as  FNS  form  286)  to  transfer  your  certification.  The  food  stamp 
office  in  the  area  you  move  to  must  accept  these  papers  and  let  you  get  food  stamps  without  an  interrup- 
tion in  your  benefits.  Before  the  60  days  are  up,  you  will  have  to  be  certified  again  in  the  new  location." 

43.  WHAT  HAPPENS  IF  THE  FOOD  STAMP  OFFICE  TAKES  SOME 
ACTION  YOU  DISAGREE  WrTH? 


If  the  food  Stamp  office  takes  any  action  you  disagree  with,  you  should  ask  for  a  fair  I 
fair  hearing  is  a  meeting  with  people  from  the  food  stamp  office  that  is  run  by  a  person  called  the  kear- 
iag  olRcial.  The  hearing  official  must  be  impartial  (not  have  been  involved  in  the  action  being  contested). 
At  the  hearing,  you  will  have  a  chance  to  tell  your  side  of  the  story,  and  to  show  why  the  action  talcen 
by  the  food  stamp  office  was  wrong  and  should  be  changed. 

44.  WHAT  ARE  YOUR  RIGHTS  UNDER  THE  FAIR  HEARING  PROCESS? 

The  fair  hearing  process  gives  you  some  very  important  rights. 


You  have  the  RIGHT: 

(a)  to  be  represented  before,  during  and  after  the  hearing  by  someone  you  choose. 
This  can  be  a  lawyer,  an  advocate,  a  friend,  or  anyone  else  you  want  to 
represent  you; 

(b)  to  see  your  file  and  get  free  copies  of  any  documents  you  will  need  to  decide 
whether  to  ask  for  a  hearing  or  to  prepare  for  one.  The  food  stamp  office  must 
let  you  do  this  far  enough  ahead  to  adequately  prepare  for  the  hearing; 

(c)  to  bring  witnesses  to  support  your  arguments; 

(d)  to  ask  questions  of  any  witness  used  by  the  food  stamp  office,  or  of  another 
employee  of  the  food  stamp  office  who  knows  about  your  case; 

(e)  to  present  arguments  and  documents  that  support  your  side; 

(f)  to  reply  to  arguments  made  by  the  food  stamp  office. 
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45.  THERE  ARE  TWO  KINDS  OF  FAIR  HEARING  SYSTEMS. 

In  a  0Be4evel  system,  fair  hearings  are  held  by  the  stale  agency  that  runs  the  FSP.  The  hearing  of- 
ficial is  a  state  employee  who  does  nothing  but  hold  fair  hearings.  If  your  state  has  a  one-level  hearing 
system,  they  must  hold  the  hearing  and  give  you  a  written  decision  within  60  days  of  the  date  you  first 
asked  for  the  hearing. 

In  a  two-level  system,  there  must  first  be  a  local  hearing  before  your  case  is  heard  by  the  state. 
The  hearing  official  at  the  local  hearing  must  be  an  impartial  person — it  cannot  be  the  caseworker  who 
took  the  action  you  disagree  with  or  his  or  her  supervisor.  If  your  state  uses  a  two-level  hearing  system, 
the  food  stamp  office  must  hold  the  local  hearing  and  give  you  a  written  decision  within  45  days  of  the 
date  you  first  ask  for  the  hearing.  If  you  disagree  with  the  decision,  you  have  15  days  to  appeal  the  de- 
cision and  ask  for  a  state  level  hearing.  The  state  will  then  have  45  days  to  hold  the  hearing  and  give 
you  a  written  decision.  If  you  appeal  a  local  hearing,  be  sure  to  ask  for  a  new  hearing— othcw'isc,  the 
state  will  just  look  over  the  report  from  the  first  hearing. 


IMPORTANT:  STATE  AND  LOCAL  FAIR  HEARING  DECISIONS 

MUST  COMPLY  WITH  FEDERAL  LAW.  This  means  that  the 
hearing  official  must  follow  USDA*s  rules  and  regulations,  even  if 
they  are  different  than  the  state  or  local  rules.  This  is  always  true. 


46.  HOW  DO  YOU  ASK  FOR  A  FAIR  HEARING? 

You  can  ask  for  a  fair  hearing  in  person,  by  telephone,  or  in  writing.  You  can  ask  for  the  hear- 
ing yourself,  or  through  someone  you  appoint  to  represent  you.  It  is  always  best  to  ask  for  the  hearing 
in  writing.  If  you  have  trouble  requesting  a  fair  hearing,  the  food  stamp  office  must  help  you. 

Send  your  fair  hearing  request  to  the  food  stamp  ofl^ce.  You  can  use  a  form  supplied  by  the  food 
stamp  office,  or  you  can  write  your  own  letter.  It  only  has  to  be  a  simple  statement  saying  that  you 
want  a  fair  hearing.  You  do  not  have  to  state  specifically  the  reason  for  requesting  the  hearing.  It  may  be 
better  to  give  a  general  reason  for  the  hearing  request.  (For  example,  "My  coupon  allotment  is  wrong"  as 
opposedto"I  was  not  given  a  dependent  care  deduction.")  Be  sure  to  include  the  date  (and  your  case 
number,  if  you  are  already  certified  for  the  FSP). 

The  state  agency  or  the  local  food  stamp  office  will  arrange  the  hearing,  but  the  time,  place  and 
date  must  be  convenient  for  you.  They  must  notify  you  in  writing  at  least  10  days  in  advance  of  the 
time  and  place.  If  you  cannot  make  it  to  the  hearing,  you  should  ask  them  to  change  the  date.  You  id- 
ways  have  the  right  to  postpone  the  hearing  for  30  days  for  any  reason. 

The  food  stamp  office  cannot  deny  or  end  a  hearing  UNLESS  you  or  someone  who  represents  you 
withdraws  the  request,  or  you  fail  to  show  up  for  the  hearing  without  a  good  reason. 


IMPORTANT:  You  must  ask  for  the  fair  hearing  within  90  days  of  the  date  the 
food  stamp  office  took  the  action  you  disagree  with.  There  is  one 
exception  to  this  rule:  you  can  always  ask  for  a  fair  hearing  at 
any  time  during  your  certification  period,  even  if  it  has  been  more 
than  90  days  since  the  action  you  disagree  with  has  occurred. 


47.  YOU  HAVE  THE  RIGHT  TO  BE  TOLD  ABOUT  ANY  ACTION  THE 
FOOD  STAMP  OFFICE  PLANS  TO  TAKE  AGAINST  YOU. 

Federal  law  says  that  the  food  stamp  office  must  notify  you  in  writing  at  least  10  days  before  it 
plans  to  take  any  harmful  action  against  you  (such  as  cutting  you  off  the  FSP  or  reducing  your  bene- 
fits). This  is  called  a  aotice  of  adverse  action.  (The  10  days  begin  when  the  notice  is  mailed.)  The 
notice  must  tell  you  what  action  they  plan  to  take,  the  reason  for  the  action,  and  when  it  will  occur. 
The  notice  must  also  give  you  a  telephone  number  to  call  for  more  information,  and  the  name  of  any 
organization  that  provides  free  legal  services,  and  must  tell  you  about  your  right  to  a  fair  hearing. 

46.  YOU  HAVE  THE  RIGHT  TO  KEEP  GETTING  FOOD  STAMPS  AFTER 
YOU  ASK  FOR  THE  FAIR  HEARING. 

If  you  file  for  a  fair  hearing  during  the  10  days  the  food  stamp  office  must  give  you  before  taking  any 
action  (see  paragraph  47),  they  cannot  act  to  lower  your  food  stamp  benefits  until  the  fair  hearing  has  been 
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held  and  a  decision  has  been  made.  Your  beneflts  will  continue  at  the  same  level  UNLESS  your  certifica- 
tion period  ends  in  the  meantime  or  you  waive  your  right  to  continued  benefits.  If  your  certification  period 
ends,  your  eligibility  to  participate  in  the  FSP  also  ends,  and  you  will  have  to  reapply.  The  hearing  will  still 
be  held,  however. 


NOTE:  If  your  state  uses  a  two-level  hearing  system  (see  paragraph  45),  your 
benefits  will  stop  if  you  lose  the  first  hearing,  even  if  you  appeal  to  the 
state  for  a  new  hearing. 


49.  WHAT  HAPPENS  IF  YOU  WIN  THE  HEARING? 

If  you  win,  and  the  hearing  official  decides  you  did  not  get  all  the  food  stamps  to  which  you  were  en- 
titled, you  will  be  able  to  get  back  benefits  to  make  up  for  the  stamps  you  lost.  This  is  called  mtonitioB  of 
lost  benefits.  Your  lost  benefits  will  generally  be  included  with  your  next  coupon  allotment. 


IMPORTANT:  You  can  get  restoration  of  lost  benefits  even  if  you  are  not  cur- 
rently eligible  for  the  FSP. 


50.  WHAT  HAPPENS  IF  YOU  LOSE  THE  HEARING? 

If  your  state  has  a  two-level  hearing  system,  and  you  lose  the  local  level,  you  can  always  appeal  to  the 
state  (see  paragraph  45).  If  you  lose  at  the  state  level,  you  can  appeal  the  decision  in  court. 

If  you  continue  getting  food  stamps  while  waiting  for  the  hearing  decision  (see  paragraph  48),  you 
may  be  asked  to  pay  back  the  amount  of  stamps  you  should  not  have  received.  You  only  have  to  pay  back 
the  stamps  if  you  want  to.  If  you  decide  you  cannot  afford  to  repay,  or  do  not  want  to,  the  food  stamp  of- 
fice is  not  allowed  to  cut  you  off  the  FSP,  fail  to  recertify  you  if  you  are  eligible,  or  reduce  your  benefits  in 
any  way." 

51.  WHAT  HAPPENS  IF  THE  FOOD  STAMP  OFFICE 
MAKES  A  MISTAKE? 

Sometimes  the  food  stamp  office  makes  a  mistake  in  figuring  the  amount  of  stamps  you  are  supposed 
to  get,  or  in  deciding  your  eligibility,  and  neither  you  nor  they  catch  the  mistake  until  later. 

An  ■■dcfltettMice  is  when  the  mistake  results  in  your  getting  less  stamps  than  you  should  have.  In  this 
case,  you  are  entitled  to  restoration  of  lost  benefits.  If  you  discover  the  mistake,  you  should  bring  it  to  the 
attention  of  the  food  stamp  office.  If  they  refuse  to  correct  it,  ask  for  a  fair  hearing  (see  paragraph  43). 

An  ovcrissnance  is  when  the  mistake  results  in  your  getting  more  stamps  than  you  are  entitled  to.  In 
this  case,  you  may  be  asked  to  repay  the  extra  stamps,  even  though  the  mistake  was  their  fault.  But  even 
when  the  food  stamp  office  says  you  caused  the  mistake,  you  do  not  have  to  repay  the  overissuance  unlas 
you  want  to.  The  food  stamp  office  can  never  force  you  to  repay  an  overissuance  (unless  you  are  found 
guilty  of  fraud— see  paragraph  55).'*  If  they  tell  you  that  you  must  repay  the  overissuance  or  they  will 
reduce  your  benefits  or  cut  you  off  the  FSP.  they  are  breaking  the  law.  If  they  ask  you  to  sign  anything, 
don't  do  it  unless  you  know  what  you  are  signing  and  understand  what  you  are  agreeing  to  do  by  signing. 

52.  WHAT  IF  THE  FOOD  STAMP  OFFICE  THINKS  YOU  HAVE 
COMMITTED  FRAUD? 

If  the  food  stamp  office  thinks  you  have  cheated  or  lied  in  order  to  get  food  stamps,  they  may  accuse 
you  of  fraud.  If  this  happens,  you  may  be  asked  to  attend  an  administrative  fraud  htuhmg  at  which  they 
will  present  their  case  against  you  and  give  you  a  chance  to  respond.  It  is  similar  to  a  fair  hearing  (see 
paragraph  43).  except  that  they  ask  for  the  hearing  rather  than  you. 

As  with  fair  hearings,  the  state  can  have  a  one-level  or  two-level  fraud  hearing  system.  The  state  can 
also  have  separate  fair  and  fraud  hearings,  or  it  can  combine  the  two  hearings  into  one  procedure.  There 
can  be  separate  officials  for  fair  and  fraud  hearings,  or  the  same  official  can  hear  both. 

You  will  learn  about  the  fraud  hearing  by  mail.  The  food  stamp  office  will  send  you  a  notice  that  will 
give  the  time,  date  and  place  of  the  hearing,  and  will  also  tell  you  what  they  think  you  have  done  and  what 
evidence  they  have  against  you.  You  must  be  given  at  least  30  days  advance  notice  of  the  hearing. 

You  always  have  the  right  to  postpone  a  fraud  hearing  for  up  to  30  days. 
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53.  WHAT  IS  THE  DEFINITION  OF  FRAUD  IN  THE  FSP? 

Fraud  is  different  than  simply  making  a  mistake  or  forgetting  to  tell  the  food  stamp  ofHce  something. 
It  is  an  action  you  Uke  on  purpose  which  you  know  is  wrong. 


Federal  law  says  that  to  prove  fraud,  the  food  stamp  of  flee  must  show  that  you 
purposely:'* 

(a)  made  a  false  statement;  or 

(b)  concealed  information;  or 

(c)  altered  an  ATP  card;  or 

(d)  used  food  stamps  to  buy  ineligible  items  like  alcohol  or  cartons  of 
cigarettes;  or 

(e)  used  or  possessed  ATP  cards  you  should  not  have  had;  or 
(0     traded  or  sold  an  ATP  card  or  the  stamps  themselves. 


54.  WHAT  HAPPENS  AT  THE  FRAUD  HEARING? 

The  fraud  hearing  is  very  similar  to  a  fair  hearing.  You  have  the  same  rights  (see  paragraph  44)  to  be 
represented  by  someone  else,  see  your  flie,  get  copies  of  documents,  question  witnesses  and  present  a 
defense.  What  is  different  about  a  fraud  hearing  is  this— since  the  food  stamp  office  asked  for  the  hearing, 
they  must  prove  their  case.  You  don't  have  to  answer  their  questions,  or  even  show  up  at  the  hearing 
(though  if  you  fail  to  appear  without  good  cause,  they  will  hold  the  hearing  without  you). 

Remember,  it  is  not  enough  for  them  to  just  show  that  you  got  too  many  food  stamps,  or  got  stamps 
when  you  were  not  eligible.  They  must  prove  you  committed  fraud. 

55.  WHAT  HAPPENS  IF  YOU  LOSE  THE  FRAUD  HEARING? 

Two  things  will  happen.  First,  the  person  found  guilty  of  fraud  (not  the  entire  household)  will  be  dis- 
qualifled  (knocked  off  the  FSP)  for  three  months.  During  the  three-month  period,  the  food  stamp  office 
will  continue  to  count  his  or  her  resources  and  a  part  of  his  or  her  income  as  belonging  to  the  rest  of  the 
household.'^ 

Second,  the  food  stamp  office  will  ask  for  repayment  of  the  stamps  thai  were  fraudulently  received  or 
used.  You  have  to  pay  this  money  back  in  cash  (either  in  a  lump  sum  or  installments)  or  the  entire 
household  will  have  its  coupon  allotment  partially  reduced  until  the  entire  amount  is  recovered. 

56.  CAN  YOU  ALSO  BE  TAKEN  TO  COURT  ON  A  FRAUD  CLAIM? 

Yes.  Even  if  the  food  stamp  office  fails  to  hold  a  fraud  hearing,  there  is  a  chance  you  will  be  taken  to 
court  for  fraud.  If  this  happens,  you  should  immediately  get  a  lawyer  to  represent  you.  (If  you  cannot  af- 
ford a  lawyer,  ask  the  court  to  appoint  one  for  you.)  Do  not  talk  to  the  food  stamp  office  or  anyone  else 
about  your  case  and  do  not  sign  anything  until  you  have  talked  to  a  lawyer. 

If  you  are  found  guilty  of  fraud  by  a  court,  you  will  be  disqualified  from  the  FSP  for  6  to  24  months.  '* 
The  judge  can  also  order  you  to  pay  back  the  food  stamps  you  received  improperly.  (If  tht  judge  orders 
you  to  pay  back  the  stamps,  and  you  don't  do  it,  you  can  be  thrown  in  jail.) 

57.  CAN  ROOMERS  GET  FOOD  STAMPS? 


Yes.  A  roomer  can  get  food  stamps  as  a  separate  household  if  they  meet  eligibility  requirements.  A 
roomer  is  a  person  who  pays  to  live  in  your  house  but  does  not  eat  with  you. 

58.  CAN  BOARDERS  GET  FOOD  STAMPS? 

No.  Boarders  cannot  receive  food  stamps  under  any  circumstances.  A  boarder  is  a  person  who  pays  to 
live  and  eat  with  you.  In  order  for  a  person  to  be  considered  a  boarder,  he  or  she  must  pay  you  a  reasoaable 
t  for  board,  which  means  that: 

(a)  for  more  than  two  meals  a  day,  the  payments  from  boarders  must  equal  the  maximum  coupon 
allotment  for  a  household  with  the  same  number  of  people  as  you  have  boarders  (see  paragraph 
23);  and 
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(b)  for  two  meab  a  day  or  less,  the  paymenu  from  boarders  must  equal  two4hirds  of  the  maximum 
coupon  allotment  for  a  household  with  the  same  number  of  people  as  you  have  boarders  (see 
paragraph  23). 

If  the  boarder(s)  pays  less  than  the  amount  required,  the  food  stamp  ofHce  will  consider  this  person  to 
be  a  member  of  your  household,  and  will  count  his  or  her  income  and  resources  in  figuring  your 
household's  eligibility  for  the  FSP. 


NOTE:  You  may  still  be  eligible  for  food  stamps  even  though  you  take  in  boarders. 


59.  DOES  ALL  THE  INCOME  FROM  A  BOARDER  COUNT? 

No.  In  order  to  figure  out  how  much  income  you  get  from  a  boarder,  the  food  stamp  office  will  take 
the  total  payment  you  receive  from  boarders  and  subtract  what  it  costs  you  to  provide  the  meals.  The 
amount  that  is  left  is  what  is  counted.  If  you  are  not  sure  what  it  costs  to  provide  the  meals,  or  don't  have 
records  to  prove  it,  the  food  stamp  office  will  subtract  the  maximum  coupon  allotment  for  a  household 
with  the  same  number  of  people  as  you  have  boarders  (though  they  will  never  subtract  more  than  the 
boarder  actually  pays). 

Maximum  coupon  allotments  are  found  in  paragraph  23. 


EXAMPLE:  You  live  in  Hawaii,  and  have  two  boarders.  They  each  pay  you  S90 
a  month.  The  coupon  allotment  for  a  two-person  household  in 
Hawaii  is  SI 75,  so  the  food  stamp  office  will  only  count  SS  from  the 
boarders.  [S90  +  $90  =  $180;S180  -  S175  =  SS] 


60.  DO  YOU  HAVE  TO  BE  A  U.S.  CITIZEN  TO  GET  FOOD  STAMPS? 

No.  But  if  you  are  not  a  United  States  citizen,  you  must  be  able  to  show  that  you  have  been  lawfully 
admitted  to  this  country  for  permanent  residence,  or  that  the  authorities  have  decided  to  let  you  stay  under 
certain  laws.  Citizens  of  another  country  who  are  here  as  tourists,  visitors  or  students  cannot  qualify  for 
the  FSP. 

61.  CAN  STUDENTS  GET  FOOD  STAMPS? 

Yes,  though  there  are  several  restrictions.  Students  between  the  ages  of  18  and  60  who  are  enrolled  at 
least  half  time  in  an  institution  of  higher  learning  are  eligible  if  they  meet  one  of  the  following  re- 
quirements: 

1 .  they  must  be  employed  20  hours  a  week,  and  must  be  paid  for  such  employment  (if  they  are  self- 
employed  they  must  work  20  hours  a  week  and  earn  at  least  the  federal  minimum  wage  multiplied 
by  20  hours  per  week);  or 

2.  they  must  be  actually  participating  in,  not  just  eligible  for,  a  federally  funded  work-study  pro- 
gram: or 

3.  they  or  their  spouse  must  be  providing  more  than  half  the  support  of  a  dependent  housdiold 
member.  If  the  dependent  is  a  spouse,  minor  child,  or  a  relative,  and  they  have  little  or  no  income 
of  their  own.  the  food  stamp  office  will  consider  them  then  to  be  supporting  the  dependent 
regardless  of  the  source  of  the  support.  For  example,  they  could  receive  AFDC  for  the  children 
and  the  children  will  be  considered  to  be  their  dependents:  or 

4.  they  must  be  enrolled  in  school  as  a  result  of  the  WIN  program;  or 

5.  they  must  be  disabled. 

Eligible  students  are  exempt  from  work  registration  during  the  school  year  as  well  as  during  vacations 
and  recesses  (providing  they  plan  to  return  to  school). 

62.  CAN  PEOPLE  ON  STRIKE  GET  FOOD  STAMPS? 

Maybe.  People  who  are  on  strike  can  get  food  stamps  only  if  they  were  eligible  (not  necessarily  par- 
ticipating in  the  program)  for  food  stamps  prior  to  the  strike.  However,  these  households  will  not  receive 
more  food  stamps  because  of  their  lower  income  due  to  the  strike. 
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63.  CAN  PEOPLE  IN  TREATMENT  PROGRAMS  AND  SHELTERS 
FOR  BATTERED  WOMEN  GET  FOOD  STAMPS? 

Yes.  Any  drug  addict  or  alcoholic  who  lives  at  a  treatment  center  and  participates  in  a  drug  addiction 
or  alcoholic  treatment  program  can  get  food  stamps  i/they  meet  the  FSP  eligibility  requirements.  In  addi- 
tion, people  in  shelters  for  battered  women  and  children  are  eligible. 

64.  WHAT  IS  THE  STANDARD  DEDUCTION  AND  THE  DEPENDENT 
CARBSHELTER  DEDUCTION  MAXIMUM  OUTSIDE  THE 

48  STATES  AND  DC? 

Look  at  the  chart  below  and  fmd  the  column  that  applies  to  your  area.  Use  these  flgures  rather  than 
the  figures  given  in  paragraph  18  and  22. 


Alaska 

Gnan 

HawaU 

Pnerto 
Rko 

Virii. 
blands 

Standard 
Deduction 

$145 

$170 

$120 

$50 

$75 

Dependent 
Care/Shelter 
Deduction 
Maximum 

$200 

$140 

$165 

$40 

$85 

65.  WHAT  HAPPENS  IF  YOUR  FOOD  STAMPS  ARE  STOLEN, 
DESTROYED,  OR  LOST? 

If  your  food  stamp  coupons  or  ATP  card  is  lost,  stolen,  or  destroyed,  they  will  be  replaced  according 
to  the  following  chart: 


Replaced? 

How  Oftea? 

How  QakUy? 

Lost  ATP 

No 

Lost  Food  Stamps 

No 

Stolen  ATP 
(after  receipt) 

Yes 

Once  every  6  months 

10  days  from 
request 

Stolen  ATP 
(in  the  mail) 

Yes 

Twice  every  6  months 

10  days  from 
request 

Stolen  Food  Stamps 
(after  receipt) 

No 

Stolen  Food  Stamps 
(in  the  mail) 

Yes 

Twice  every  6  months 

10  days  from 
request 

Lost  in  the  mail 
ATP  or  Food  Stamps 

Yes 

Twice 

every  6  months 

10  days  from 
request 

Destroyed  ATP  card 
or  Food  Stamps 

Yes 

Once  every 
6  months 

10  days  from 
request  (must 
be  requested 
within  10  days 
of  incident) 

66.  WILL  FOOD  PURCHASED  WITH  FOOD  STAMPS  BE  REPLACED 
WHEN  rr  HAS  BEEN  DESTROYED  IN  A  HOUSEHOLD  DISASTER? 

Yes.  The  actual  value  of  food  destroyed  in  a  disaster  such  as  Are,  flood,  etc.  will  be  replaced. 
However,  the  replacement  value  cannot  exceed  the  household's  monthly  coupon  allotment. 
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67.  INSTRUCTIONS  TO  FIGURE  OUT  YOUR  MONTHLY  FSP  INCOME 

The  procedures  used  to  compute  a  household's  monthly  FSP  income  and  benefits  depend  on  the 
household's  composition.  The  worksheet  in  paragraph  69  outlines  the  procedures  to  be  used  by  households 
containing  a  member  over  60  years  of  age  or  receiving  SSI  or  Social  Security  disability  payments.  The 
worksheet  in  paragraph  70  outlines  the  procedures  to  be  used  for  all  other  households.  Btfort  you  use 
either  worksheet,  you  should  read  over  the  following  instructions,  which  apply  to  both  worksheets,  and 
read  the  example  in  paragraph  68.  The  instructions  in  parentheses  apply  only  to  the  worksheet  in 
paragraph  70. 


States  can  use  one  of  the  two  methods  to  calculate  food  stamp  net  monthly  income. 

1.  At  every  step  in  the  calculations,  states  will  round  up  or  down  to  the  nearest  dollar.  Figures 
ending  in  1  through  49  cents  are  rounded  down;  flgures  ending  in  SO  through  99  cents  are  rounded  up. 

Ex.S180.55  =  S181  -S180.42  =  S180 

NOTE:  In  calculating  shelter  costs,  keep  the  cents  until  you  add  up  everything.  Then  round 
the  answer  to  the  nearest  dollar. 

2.  States  will  use  the  same  procedures  used  for  calculating  AFDC  net  monthly  income.  This  may 
include  keeping  the  cents  until  the  final  step  for  determining  net  monthly  income. 


A.  Put  down  your  total  monthly  pay  from  work  {be/ore  payroll  deductions),  training,  or  an  assistance  program  that 
requires  you  to  work.  Be  sure  to  use  MONTHLY  figures,  following  the  rules  in  paragraph  16.  The  answer  is  your 
grow  noalhly  earned  iacoaw.  If  you  do  not  have  any  income  from  these  sources,  go  to  step  D. 

B.  Take  18^  of  your  gross  monthly  earned  income.  To  do  this  multiply  your  gross  monthly  earned  income  by  .18. 
The  answer  is  your  work  deduction. 

C.  Subtract  your  work  deduction  from  your  gross  monthly  income  (subtract  B  from  A). 

D.  Add  all  other  monthly  income  your  household  gets  each  month.  Income  was  discussed  in  paragraph  14.  Do  not 
forget:  some  income  is  not  counted. 

E.  Now5u6/r0r/the$8Sstaadarddcdactk>B. 

F.  Now  subtract  the  monthly  medical  expenses  over  $35  of  anyone  in  your  househoM  who  is  60  or  older  or  who 
receives  SSI  or  Social  Security  disability  benefits.  Medical  expenses  include  doctor,  dentist,  and  hospital  bills; 
prescription  drugs  and  over-the-counter  medicine  prescribed  by  a  doctor;  medicare  and  iiisurance  paymenu; 
payments  to  someone  to  care  for  the  elderly  or  disabled  person  in  the  home;  transportation  to  and  from  the  doaor 
or  hospital;  and  more.  However,  any  portion  of  the  medical  expenses  that  will  be  paid  for  or  reimbursed  by  in- 
surance. Medicare,  or  another  source  cannot  be  deducted.  You'll  have  to  subtract  $35  from  the  total  of  these  ex- 
penses, and  then  subtract  that  from  the  answer  to  step  E. 

G.  Now  subtract  your  dependent  care  costs  up  to  SI  15.  If  you  do  not  have  dependent  care  costs,  or  your  costs  are  less 
than  SI  15,  or  they  are  greater  than  SI  15  but  someone  in  your  househoM  is  60  or  oMer  or  receives  SSI  or  Social 
Security  disability  benePits.  complete  this  step  and  go  on  to  step  H.  However,  if  your  dependent  care  costs  are 
greater  than  SI  IS  but  no  one  in  your  household  is  eMerly  or  disabled  (as  described  above),  skip  stqM  H-M:  because 
your  dependent  care  and  shelter  deduction  combined  can't  exceed  $115.  you  can't  get  shelter  deduction,  so  the 
answer  to  G  is  your  monthly  FSP  income. 

H.  Now  Tigure  out  your  monthly  shelter  costs  based  on  what  you  have  been  billed  for  (it  does  not  matter  if  you  have 
not  paid  the  bill).  Sheher  costs  include:  rent  or  mortgage  payments;  payments  on  a  mobile  home  and  rent  for  the 
space  where  it  is  parked;  electricity;  gas;  heating  oil;  bottled  gas;  firewood;  water;  sewage;  garbage;  taxes  and  in- 
surance on  your  house;  repairs  to  your  house  caused  by  a  disaster  (fire,  flood,  storm,  etc.);  installation  fees  for 
utilities  or  telephones;  and  the  basic  charge  for  one  telephone.  Some  states  use  exact  monthly  figures  until  you  get 
the  answer,  then  round  it  off.  Other  states  round  each  figure  to  the  nearest  dollar.  Check  with  your  state. 
NOTE:  Each  state  is  supposed  to  have  a  standard  utility  allowance.  It  can  be  one  allowance  that  covers 
all  utilities,  or  there  can  be  separate  standards  for  each  utility.  You  can  use  the  utility  standard  rather  than 
actual  costs  if  you  have  to  pay  for  any  major  utility  (like  heat  or  electricity).  You  can  always  use  your  ac- 
tual costs  if  they  are  higher  than  the  standard  with  one  exception:  the  state  can  use  a  standard  tekphone 
allowance  even  if  it  is  le»  than  your  actual  bill. 
1.        Now  uke  the  monthly  income  you  have  left  ttfter  you  have  subtracted  your  work  deduction,  the  standard  deduc- 
tion, the  medical  deduction,  and  your  dependent  care  costs  (which  is  the  answer  to  G).  Divide  the  figure  in  half. 
The  answer  is  your  ikcNcr  ftaadard. 
J .        If  (and  only  if)  your  shelter  costs  are  greater  than  your  shelter  standard,  subtract  your  shelter  standard  (which  is 
I)  from  your  shelter  costs  (which  is  H).  The  answer  is  your  shelter  dcdactioa.  If  your  sheher  standard  is  greater 
than  your  shelter  costs,  you  do  not  get  a  shelter  deduction,  and  the  answer  to  G  is  your  monthly  FSP  income.  If 
anyone  in  your  househoM  is  elderly  or  disabled  go  on  to  step  K  in  paragraph  69. 
(K.)    If  no  one  in  your  househoM  is  elderly  or  disabled,  you  have  to  subtract  your  dependent  care  costs  from  SI  15  to 
find  how  much  of  the  combined  dependent  care/shelter  deduction  is  still  available.  If  you  do  not  have  dependent 
care  cocu.  the  the  full  SI  15  is  available. 
(L.)    Put  down  the  answer  to  J  or  the  answer  to  K,  whichever  is  less.  (If  someone  to  your  househoM  b  dderty  or  dis- 
abled, put  down  the  answer  to  J.)  This  is  your  final  shelter  deduction. 
(M .)  Subtract  your  final  shelter  deduction  from  the  monthly  income  you  have  left  after  the  other  deductions  have  been 
subtracted. 


The  last  answer  you  get  is  your  monthly  FSP  income.  Use  this  figure  to  find  out  how  many  stamps  you  will  get 
(see  paragraph  23). 
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The  Blockman  family  lives  in  Lincolntown.  where  Ms.  Blockman  works  in  a  factory  making 
parts  for  other  factories.  She  makes  $163  a  week  before  payroll  deductions.  Ms.  Blockman  has 
not  seen  her  first  husband,  Earl  Butts,  for  several  years,  ever  since  he  went  to  Checkerboard 
Square,  Missouri.  He  sends  her  occasional  checks,  but  unfortunately,  she  never  knows  when 
these  checks  will  arrive  or  how  much  they  will  be. 

There  are  three  children  in  the  family,  and  the  two  oldest.  David,  17  and  Alberta,  IS,  work 
after  school.  They  earn  $35  a  week.  Ms.  Blockman  is  separated  from  her  second  husband, 
John,  but  he  sends  her  $60  a  month  child  support  for  their  youngest  child.  Ronnie.  John  also 
makes  Ms.  Blockman *s  car  payments,  which  are  $85  a  month.  Ms.  Blockman  pays  a  neighbor 
$15  a  week  to  watch  Ronnie  after  school  until  she  gets  home  from  work.  She  pays  the  dentist 
$40  a  month. 

The  monthly  mortgage  payment  on  the  Blockman  home  is  $150  a  month,  which  includes 
taxes  and  insurance.  The  most  recent  monthly  bills  are:  heating  oil,  $90.43;  electricity,  $30.60; 
gas,  $10.72;  and  water.  $9.00.  Basic  telephone  charges  are  $1 1.90  a  month.  The  state's  utility 
standard,  which  covers  all  utilities  except  telephone,  is  $90  a  month. 


What  is  the  Blockman 's  monthly  FSP  income?  Are  they  eligible  for  the  FSP?  How  many  stamps 
will  they  get  if  they  arc  eligible? 


ANSWER  TO  EXAMPLE:  [NOTE:  Answer  follows  worksheet  on  the  next  page  and  the  first 
method  of  calculation  in  paragraph  67  will  be  used.] 

A.  Ms.  Blockman 's  gross  monthly  income  from  work  is  $701 .  ($163  x  4.3  =  $700.90  =  $701] 

B.  Ms.  Blockman's  work  deduction  is  $126.  ($701  x  .18  =  $126.18  =  $126] 

C.  After  subtracting  the  work  deduction,  her  income  is  $575.  ($701  -  $126  =  $575] 

D.  The  checks  from  Earl  do  not  count  because  they  cannot  be  anticipated.  The  money  earned 
by  David  and  Alberta  is  excluded  because  they  are  students  under  18.  And  the  car  payments 
made  by  John  are  excluded  as  vendor  payments.  The  only  unearned  income  that  must  be 
added  is  the  $60  child  support  for  Ronnie,  which  makes  their  income  $635.  ($575  +  $60  = 
$635] 

E.  Now  subtract  the  standard  deduction,  and  their  income  is  $550.  ($635  -  $85  =  $550] 

F.  Because  no  one  in  the  household  is  age  60  or  older,  or  receives  SSI  or  Social  Security 
disability  benefits,  the  household  cannot  deduct  any  medical  expenses. 

G.  Dependent  care  costs  (child  care  for  Ronnie)  are  S64  a  month.  ($15  a  week  x  4.3  =  $64.50 
=  $64]  After  these  expenses  are  deducted,  the  Blockman's  have  a  monthly  income  of  $486. 
($550  -  $64  =  $486] 

H.  Since  her  utility  costs  (other  than  telephone)  are  more  than  the  state's  utility  standard  of 
$90,  Ms.  Blockman  elects  to  use  her  actual  costs  of  $140.75.  ($90.43  +  $30.60  ->-  $10.72  + 
$9.00  =  S140.75]  Adding  her  utility  bills  to  her  telephone  bill  and  mortgage  payment  brings 
her  total  shelter  costs  up  to  $303.  ($140.75  +  $11.90  +  $150.00  =  302.65  =  $303] 

I.     The  Blockman's  shelter  standard  is  $243.  ($486  ^  2  =  $243] 

J.  Since  the  Blockman's  shelter  costs  exceed  their  standard,  they  have  a  shelter  deduction  of 
$60.  ($303  -  $243  =  $60]  (If  anyone  in  the  household  were  60  or  older,  or  receiving  SSI  or 
Social  Security  disability  benefits,  the  Blockmans  would  skip  the  next  step— step  K— and 
put  down  $60  for  step  L.  However,  since  no  one  in  the  household  fits  that  description,  they 
continue  on  to  step  K. 

K.  Now  subtract  dependent  care  costs  from  $  1 1 5  to  find  out  how  much  of  the  dependent  care/ 
shelter  deduction  is  avilable.  The  answer  is  $51.  ($115  -  $64  =  $51] 

L.  Now  compare  the  Blockman's  shelter  deduction  (J)  to  the  answer  to  (K)  to  see  whether  they 
can  claim  the  entire  shelter  deduction.  They  can't.  After  subtracting  dependent  care  costs 
from  the  SI  15  there  is  S51  left  to  use  for  the  shelter  deduction,  so  that  is  all  that  can  be  sub- 
tracted. (It  would  be  different  if  someone  in  the  household  met  the  description  of  elderly  or 
disabled.  See  J.) 

M.  Subtract  the  S51  shelter  deduction,  and  the  Blockman  family  has  a  monthly  income  of 
$435.  ($486  -  $51  =  $435]  This  is  their  monthly  FSP  income. 
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The  Blockman's  are  a  family  of  four.  The  chart  in  paragraph  21  shows  that  a  household  of  four  per- 
sons can  have  a  monthly  income  of  $916  and  still  get  food  stamps  if  Lincolntown  is  in  the  48  states  (which 
it  is).  So  the  Blockman's  gross  monthly  income  of  $761  ($701  in  work  income  and  $60  in  child  support) 
makes  them  eligible.  To  fmd  out  how  many  stamps  they  will  get,  look  at  the  chart  on  page  30.  It  tells  you 
that  the  Blockman's  allotment  will  be  $102. 

Use  the  following  worksheet  to  figure  the  Blockman's  monthly  FSP  income. 


Income  Worksbcel  for  Example. 

A.  Give  gross  monthly  earned  income  from  work  or  job  training 
program.  If  you  don  7  have  any  earned  income,  go  to  step  D. 
[Round] 

B.  Take  1  %*!%  of  the  answer  to  A.  [Round] 

_2fiZ X  .18  =    /a^.//l     =  .Jdk 

C.  SabtracI  the  answer  to  B  from  A 

D.  Add  all  other  monthly  income.  [Round] 

E.  Sablnict  the  standard  deduction  of  $85 

F.  Subtract  monthly  medical  expenses  over  S3S  of  household 
members  age  60  or  older,  or  who  receive  SSI  or  Social  Security 
disability  benefits.  [Round] 

[Total  monthly  expenses] -  $35  = . . . 

G.  Subtract  monthly  dependent  care  costs  up  to  $1  IS.  [Round]  If 
your  dependent  care  costs  are  SI  IS  or  more,  and  no  one  in  your 
household  is  age  60  or  older  or  receives  SSI  or  Social  Security 
disability  benefits,  stop  here:  the  answer  to  G  is  your  monthly 
FSP  income.  All  other  households  complete  this  step  and  go  on 
to  H.  (If  you  don  7  have  dependent  care  costs,  subtract  SO  and 
gotoH.) 


ANSWER 
ANSWER 

+ 

7^/ 

ANSWER 

-6J£ 

us 

ANSWER 

0 

ANSWER 

sso 

-6±. 


ANSWER 


y^ 


H.  Give  shelter  costs  [Round  final  figure] 

I.     Give  shelter  standard  [Half  of  G]  [Round] 

J.    Subtract  1  from  H 

•  If  I  is  greater  than  H.  you  do  not  get  a  shelter 
deduction,  and  the  answer  to  C  is  your 
monthly  FSP  income; 

•—  or  — 

•  If  anyone  in  your  household  is  60  or  older,  or 
receives  SSI  or  Social  Security  Disability 
benefits,  go  on  to  step  L  and  use  the  answer  to 
step  J; 

—  or  — 

•All  other  households  continue  to  step  K. 

K.  Subtract  dependent  care  costs  (if  less  than  $115) 
from  $115.  If  you  don't  have  dependent  care 
costs,  then  subtract  zero. 

y/^    - 4y    =    5*/ 


3ft3 

f?y3 

60 


Put  down  the  answer  to  J  or  the  answer  to  K,  whichever  is  less. 
(If  someone  in  your  household  is  elderly  or  disabled  as  defined 
above,  put  down  the  answer  to  J.) 

Subtract  the  answer  to  L  from  G 


j£L 


ANSWER 


YJ5 

This  is  your  net 
monthly  FSP 
income. 


27 
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69.  FOOD  STAMP  PROGRAM  INCOME  WORKSHEET  FOR  HOUSE- 
HOLDS CONTAINING  AN  ELDERLY,  BLIND,  OR  DISABLED  MEMBER 


IMPORTAI^TT:  Do  NOT  use  this  worksheet  Number  in 

until  you  have  read  the  in- 
structions (paragraph  67]  Household 

A.  Give  gross  monthly  earned  income  from  work  or  job  training 
program.  If  you  don  V  have  any  earned  income,  go  to  step  D. 
[Round) 

B.  Take  I  S^^b  of  the  answer  to  A.  [Round) 

X  .18  = = 

C.  Subtract  the  answer  to  B  from  A 

D.  Add  all  other  monthly  income.  [Round) 

E.  Subtract  the  standard  deduction  of  $85 

F.  Subtract  monthly  medical  expenses  over  S3S  of  household 
members  age  60  or  older,  or  who  receive  SSI  or  Social  Security 
disability  benefits.  [Round] 

[Total  monthly  expenses)  -  $35  = 

G.  Subtract  monthly  dependent  care  costs  up  to  SI  15.  [Round) 


household 
resources 


ANSWER  = 


ANSWER  = 


(  ANSWER  = 

( 

)  ANSWER  = 


ANSWER  = 


ANSWER 


H.   Give  shelter  costs.  [Round  final  figure] 

I.     Give  shelter  standard  [Half  of  G).  [Round] 

J.     Subtract  I  from  H 

//  /  is  greater  than  H,  you  do  not  get  a  shelter 
deduction,  and  the  answer  to  G  is  your 
monthly  F5P  income. 


K.    Put  down  the  answer  to  J 

L .    Subtract  t  he  answer  t  o  K  f rom  G . 


ANSWER 


This  is  your  net 
monthly  FSP 
income. 


TO  GET  YOUR  COUPON  ALLOTMENT.  USE  THE  CHART  ON  PAGE  30  OR  FOLLOW  THE  INSTRUCTIONS 
IN  PARAGRAPH  23. 


28 


93-366    0-82 27 
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m  FOOD  STAMP  PROGRAM  INCOME  WORKSHEET  FOR  HOUSE- 
HOLDS NOT  CONTAINING  AN  ELDERLY,  BUND,  OR  DISABLED 
MEMBER 


IMPORTANT:  Do  NOT  use  this  worksheet 
until  you  have  read  the  in- 
struct  ions  (paragraph  67) 


B. 


Number  in  household 
Housdiold    resources 


A.  Give  gross  monthly  earned  income  from  work  or  job  training 
program.  If  you  don 't  have  any  earned  income,  go  to  step  D. 
[Round] 


Take  18^  of  the  answer  to  A.  [Round] 
X  .18  - = 


C.  Sablnct  the  answer  to  B  from  A.. 


ANSWER  - 


D.   Add  all  other  monthly  income.  [Round] . 


ANSWER  - 


E.  Sabtract  the  standard  deduction  of  $83 (   ANSWER  - 

F.  Go  on  to  G. 

G.  Sabtract  monthly  dependent  care  cosu  up  to  SI  IS.  [Round]  (f 
your  dependmt  care  costs  are  $115  or  more,  stop  here:  the 
answer  to  G  is  your  monthly  FSP  income.  Ail  other  households 
complete  this  step  and  go  on  to  H.  (If  you  don 't  have  depen-         i 

dent  care  costs,  subtract  SO  and  go  to  H.) 1  ANSWER  m 


H.  Give  shelter  cosu.  [Round  flnal  figure] 


Give  shelter  standard.  [Half  of  G]  [Round] . 


I  from  H 

•  If  lis  greater  than  H,  you  do  not  get  a  shelter 
deduction,  and  the  answer  to  G  is  your 
monthly  FSP  income; 

—  or  — 

•  All  other  households  continue  to  step  K. 

Sablnct  dependent  care  cosu  Of  less  than  SI  IS) 
from  SI  IS.  If  you  don't  have  dependent  care 
costs,  then  subtract  zero. 


L.    Put  down  the  answer  to  J  or  the  answer  to  K.wAicArver  is /esf. 
M.  Sablract  the  answer  to  L  from  G 


ANSWER  - 


This  is  your  not 
monthly  FSP 
income. 


TO  GET  YOUR  COUPON  ALLOTMENT,  USE  THE  CHART  ON  PAGE  30  OR  FOLLOW  THE  INSTRUCTIONS 
IN  PARAGRAPH  23. 
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COUPON  ALURMSHT  CMAirT  January  1,  1981  to  S«ptaiA>«r  30.  1962 


This  chart  tells  you  how  many  stamps  you  will  receive  each  month  (the  coupon  allotment) . 
To  find  your  coupon  allotment,  look  at  the  left  side  of  the  chart  until  you  find  your  monthly 
net  income  (income  after  decluctions) .   Now  look  across  the  top  and  find  the  column  for  your 
household  size.   The  figure  shown  is  your  coupon  allotment. 


A  five  person  household  has  a  net  monthly  income  of  $312.   Look  down  the 
chart  and  find  '311.67  to  $314.99."   Now  look  across  the  top  and  find  the 
column  for  five-person  households.   The  number  shown  where  the  t%#o  columns 
meet  is  the  coupon  allotment.   It  is  $183. 


Monthly  Net 
Income 
(After  Deductions) 


Coupon  Allotments  by  Household  Size 


One 
Person 


Two 
Persons 


Three 
Persons 


Four 
Persons 


Five 
Persons 


Six 
Persons 


Seven 
Persons 


Eight 
Persons* 


.00 

1.67 

S.OO 

8.34 

H.67 

15.00 
18.34 
21.67 
25.00 
28.34 

31.67 
35.00 
38.34 
41.67 
45.00 

48.34 
51.67 
55.00 
58.34 
61.67 

65.00 
68.34 
71.67 
75.00 
78.34 
81.67 
85.00 
88.34 
91.67 
95.00 

98.34 
101.67 
105.00 
108.34 
111.67 


1.66 $70 

4.99 69 

8.33 68 

11.66 67 

14.99 66 

18.33 65 

21.66 64 

24.99 63 

28.33 62 

31.66 61 

34.99 60 

38.33 59 

41.66 58 

44.99 57 

48.33 56 

51.66 55 

54.99 54 

58.33 53 

61.66 52 

64.99 51 

58.33 50 

71.66 49 

74.99 48 

78.33 47 

81.66 46 

84.99 45 

88.33 44 

91.66 43 

94.99 42 

98.33 41 

101.66 40 

104.99 39 

108.33 38 

111.66 37 

114.99 36 


$128 
127 
126 
125 
124 

123 
122 
121 
120 
119 


117 
116 
115 
114 

113 
112 
111 
110 
109 

108 
107 
106 
105 
104 
103 
102 
101 
100 


95 
94 


$183 
182 
181 
180 
179 

178 
177 
176 
175 
174 


172 
171 
170 
169 

168 
167 
166 
165 
164 

163 
162 
161 
160 
159 
158 
157 
156 
155 
154 

153 
152 
151 
150 
149 


$233 
232 
231 
230 
229 

228 
227 
226 
225 
224 

223 
222 
221 
220 
219 

218 
217 
216 
215 
214 

213 
212 
211 
210 
209 
208 
207 
206 
205 
204 

203 
202 
201 
200 
199 


$277 
276 
275 
274 
273 

272 
271 
270 
269 
268 

267 
266 
265 
264 
263 

262 
261 
260 
259 
258 

257 
256 
255 
254 
253 
252 
251 
250 
249 
248 

247 
246 
245 
244 
243 


$332 
331 
330 
329 
328 

327 
326 
325 
324 
323 

322 
321 
320 
319 
318 

317 
316 
315 
314 
313 

312 
311 
310 
309 
308 
307 
306 
305 
304 
303 

302 
301 
300 
299 
298 


$367 
366 
365 
364 
363 

362 
361 
360 
359 
358 

357 
356 
355 
354 
354 

352 
351 
350 
349 
348 

347 
346 
345 
344 
343 

342 
341 
340 
339 
338 

337 
336 
335 
334 
333 


$419 
418 
417 
416 
415 

414 
413 
412 
411 
410 

409 
408 
407 
406 
405 

404 
403 
402 
401 
400 

399 
398 

397 
396 
395 

394 
393 
392 

391 
390 

389 
388 
387 
386 
385 


If  you  have  more  than  8  persons  in  your  household,  please  follow  the 
instructions  in  paragraph  23. 


30 
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Income 
(After  Deductions) 


One 
Person 


115.00   -  118.33 35 

118.34   -  ..!i.66 34 

121.67   -  124.99 33 

125.00   -  128.33 32 

128.34   -  131.66 31 

131.67   -  134.99 30 

135.00   -  138.  31 29 

138.34   -  141.66 28 

141.67   -  144.99 27 

145.00   -  148.33 26 

148.34   -  151.66 25 

151.67   -  154.99 24 

155.00   -  158.33 23 

158.34   -  161.66 22 

161.67   -  164.99 21 

165.00   -  168.33 20 

168.34   -  171.66 19 

171.67   -  174.99 18 

175.00   -  178.33 17 

178.34   -  181.66 16 

181.67   -  184.99 15 

185.00   -  188.33 14 

188.34   -  191. 6C 13 

191.67   -  194.99 12 

195.00   -  198.33 11 

198.34   -  201.66 10 

201.67   -  204.99 10 

205.00   -  208.33 10 

208.34   -  211.60 10 

211.67   -  214.99 10 

215.00   -  218.33 10 

218.34   -  221.66 10 

221.67   -  224.99 10 

225.00   -  228.33 10 

228.34   -  231.66 10 

231.67   -  234.99 10 

235.00   -  238.33 10 

238.34   -  ?41.66 10 

241.67   -  244.99 10 

245.00   -  248.33 10 

248.34   -  251.66 10 

251.67   -  254.99 10 

255.00   -  258.33 10 

258.34   -  261.66 10 

261.67   -  264.99 10 

26S.00   -  268.33 10 

268.34   -  271.66 10 

271.67   -  274.99 10 

275.00   -  278.33 10 

278.34   -  281.66 10 

281.67   -  284.99 10 

285.00   -  288.33 10 

288.34   -  291.66 10 

291.67   -  294.99 10 

295.00   -  298.33 10 

298.34   -  301.66 10 

301.67   -  304.99 10 

305.00   -  308.33 10 

308.34   -  311.66 10 

311.67   -  314.99 10 

315.00   -  318.33 10 

318.34   -  321.66 10 

321.67   -  324.99 10 

325.00   -  328.33 10 

328.34   -  :31.66 10 


Two 
Persons 


88 
87 
86 
85 


83 
82 
81 
80 
79 


65 
64 

63 
62 
61 
60 


58 
57 


52 
51 


48 
47 
46 
45 
44 

43 
42 

41 


38 
37 
36 
35 
34 

33 
32 
31 
30 
29 


Three 
Persons 

148 
147 
146 
145 
144 

143 
142 
141 
140 
139 

138 
137 
136 
135 
134 

133 
132 
131 
130 
129 

128 
127 
126 
125 
124 

123 

122 
121 
120 
119 

118 
117 
116 
115 
114 

113 
112 
111 
110 
109 

108 
107 
106 
105 
104 
103 
102 
101 
100 
99 


97 
96 
95 
94 

93 
92 
91 
90 
89 


Four 
Persons 

198 
197 
196 
195 
194 

193 
192 
191 
190 
189 

188 

187 
186 
185 
184 

183 
182 
181 
180 
179 

178 
177 
176 
175 
174 

173 
172 
171 
170 
169 

168 
167 
166 
165 
164 

163 
162 
161 
160 
159 


157 
156 
155 
154 
153 
152 
151 
150 
149 

148 
147 
146 
145 
144 

143 
142 
141 
140 
139 

138 
137 
136 
135 
134 


Five 
Persons 

242 
241 
240 
239 
2  38 

237 
2  36 
235 
234 
233 

232 
231 
230 
229 
228 


226 
225 
224 
223 

222 
221 
220 
219 
218 

217 
216 
215 
214 
213 

212 
211 
210 
209 
208 

207 
206 
205 
204 
203 

202 
201 
200 
199 
198 
197 
196 
195 
194 
193 

192 
191 
190 
189 
188 

187 
186 
185 
184 
183 

182 
181 
180 
179 
178 


Si.\ 
Persons 

297 
296 
295 
294 
293 

292 
291 
290 
289 


285 
284 
283 

282 
281 
280 
279 
278 

277 
276 
275 
274 
273 

272 
271 
270 
269 
268 

267 
266 
265 
264 
26  3 

262 
261 
260 
259 
258 

257 
256 
255 
254 
253 
252 
251 
250 
249 


247 
246 
245 
244 
243 

242 

241 
240 
239 
238 

237 
2  36 
235 
234 
233 


Seven 
Persons 

332 
331 
3  30 
329 
328 

327 
326 
325 
324 
323 

322 
321 
320 
319 
318 

317 
316 
315 
314 
313 

312 
311 
310 
309 
308 

307 
306 
305 
304 
303 

302 
301 
300 
299 
298 

297 
296 
295 
294 
293 

292 
291 
290 
289 
288 
287 
286 
285 
284 
283 

262 
281 
280 
279 

278 

277 
276 
275 
274 
273 

272 
271 
270 
269 
268 


Eight 
Persons 

384 
38  3 
382 
381 
380 

379 
378 
377 
376 
375 

374 
373 
372 
371 
370 

369 
368 
367 
366 
16  5 

364 
36  3 
362 
361 
360 

359 
358 
357 
356 
355 

354 
353 
352 

351 
350 

349 

348 
347 
346 
345 

344 

343 
342 
341 
340 
339 
338 
337 
336 
335 

334 
333 
332 
331 
330 

329 
328 
327 
326 
325 

324 
323 
322 
321 
320 
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(Af t«r  D^uctions) 


Person 


TWO 
Persons 


Thrse 
Persons 


331.67     -   334.99 10  28  83 

335.00     -   338.33 10  27  82 

338.34     -   341.66 10  26  81 

341.67     -   344. f9 10  25  80 

345.00  -  348.33 10         24         79 

348.34  -  351.66 lo         23         78 

351.67  -  354.99 in         22         77 

355.00  -  358.33 lo         21         76 

358.34  -  361.66 in         20         75 

361.67  -364.99 19         74 

365.00  -  368.33 18         73 

368.34  -  371.66 17         72 

371.67  -  374.99 16         71 

375.00  -  378.33 15         70 

378.34  -  381.66 14         69 

381.67  -  384.99 13         68 

385.00  -  388.33 12         67 

388.34  -  391.66 11         66 

391.67  -  394.99 10         65 

395.00  -  398.33 10         64 

398.34  -  401.66 10         63 

401.67  -  404.99 10         62 

405.00  -  408.33 10         61 

408.34  -  411.66 10         60 

411.67  -  414.99 10         59 

415.00  -  418.33 10         58 

418.34  -  421.66 10         57 

421.67  -  424.99 10         56 

425.00  -  428.33 10         55 

428.34  -  431.66 10         54 

431.67   -  434.99 iO         53 

435.00  -  438.33 10         52 

438.34  -  441.66 10         51 

441.67  -  444.99 10         50 

445.00  -  448.33. 10         49 

448.34   -  451.66 10  48 

451.67   -  454.99 10  47 

455.00  -  458.33 10  46 

458.34   -  461.66 10  45 

461.67   -  464.99 10  44 

465.00   -468.33 IC  43 

468.34  -471.66 10  42 

471.67   -474.99 10  41 

475.00  -478.33 10  40 

478.34   -  481.66 39 

481.67  -  484.99 38 

485.00   -  488.33 37 

488.34   -  491.66 36 

491.67  -  494.99 35 

495.00   -  498.33 34 

498.34   -  501.66 33 

501.67   -  504.99 32 

505.00   -  508.33 31 

508.34   -  511.66 30 

511.67  -  514.99 29 

515.00   -  518.33 28 

518.34   -  521.66 27 

521.67   -  524.99 26 

525.00   -  528.33 25 

528.34   -  531.66 24 

531.67   -  534.99 23 

535.00   -  538.33 22 

538.34   -  541.66 21 

541.67   -  544.99 20 

545.00  -  548.33 19 


Pour 
Persons 

133 
132 
131 
130 
129 

128 
127 
126 
125 
124 

123 
122 
121 
120 
119 

118 
117 
116 
115 
114 

113 
112 
111 
110 
109 

108 
107 
106 
105 
104 

103 
102 
101 
100 
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97 
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93 

92 
91 
90 
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88 
87 
86 
85 
84 
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82 
81 
80 
79 

78 
77 
76 
75 


73 
72 
71 


Five 
Persons 

177 
176 
175 
174 
173 

172 
171 
170 
169 
168 

167 
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162 
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151 
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146 
145 
144 
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140 
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132 
131 
130 
129 
128 

127 
126 
125 
124 
123 

122 
121 
120 
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118 

117 
116 
115 
114 
113 


Six     Seven 
Persons  Persons 


232 
231 
230 
229 
228 

227 
226 
225 
224 
223 

222 
221 
220 
219 
218 

217 
216 
215 
214 
213 
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210 
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206 
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203 


Bight 
Persons 

319 
318 
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316 
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312 
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302 
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299 
298 
297 
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293 
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291 
290 

289 

287 
2^6 
285 
284 

284 

2d3 
282 
281 
280 

279 
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S76 
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269 
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267 
266 
265 

264 
263 
262 
261 
260 

259 
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Incone 
(After  Deductions) 


One 
Person 


Two 
Persons 


Three 
Persons 


Four 
Persons 


Five 
Persons 


548.34  -551.66 18         68         112 

551.67  -554.99 17         67         111 

555.00  -558.33 16         66         110 

j58.34  -561.66 15         65         109 

516.67  -564.99 14         64         108 

565.00  -568.33 13         63         107 

568.34  -571.66 12         62         106 

571.67  -574.99 11         61         105 

575.00  -  578.33 10         60         104 

578.34  -581.66 9         59         103 

581.67  -584.99 8         58        102 

585.00  -588.33 7         57        101 

588.34  -  591.66 6         56        100 

591.67  -594.99 55         99 

595.00  -598.33 54         98 

598.34  -601.66 53         97 

601.67  -604.99 52  96 

605.00  -608.33 51         95 

608.34  -611.66 50         94 

611.67  -  614.99 49  93 

615.00  -618.33 48         92 

618.34  -621.66 47         91 

621.67  -624.99 46         90 

625.00  -628.33 45         89 

638.34  -631.66 44         88 

631.67  -634.99 43         97 

635.00  -638.33 42  86 

638.34  -641.66 *1         95 

641.67  -644.99 40         <)4 

645.00  -648.33 39         83 

648.34  -651.66 38         82 

651.67  -654.99 37         81 

655.00  -658.33 36         80 

658.34  -661.66 35         79 

661.67  -664.99 34  78 

665.00  -668.33 33         77 

668.34  -671.66 32         76 

671.67  -674.99 31         75 

675.00  -678.33 30         74 

678.34  -681.66 29         73 

681.67  -684.99 28         72 

685.00  -688.33 27         71 

688.34  -691.66 26  70 

691.67  -694.99 25         69 

695.00  -698.33 24         68 

698.34  -701.66 23         67 

701.67  -704.99 22  66 

705.00  -708.33 21  65 

708.  34  -  711. 66 64 

711.67  -714.99 63 

715.00  -  718.33 62 

718.34  -  721.66 61 

721.67  -  724.99 60 

725.00  -  728.33 59 

728.34  -  7  31.66 58 

731.67  -  734.99 57 

735.00  -  7  38.33 56 

7  38.34  -  741.66 55 

741.67  -  744.99 54 

745.00  -  748.33 53 

748.34  -  751.66 53 

751.67  -  754.99 51 

755.00  -  758.  33 50 

758.34  -  761.66 49 

761.67   -  764.99 48 


Six 
Persons 
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Seven 
Persona 

202 
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196 
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16  3 
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158 
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153 
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148 

147 
146 
145 
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140 
139 
138 


Eight 
Persons 
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253 
252 
251 
250 

249 
248 
247 
246 
245 
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243 
242 
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238 
237 
236 
235 
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230 
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228 
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225 

224 
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222 
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218 
217 
216 
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One         TWO       Thx^e      Vtour       Five       Six     Seven   Bight 

(After  Deductions)  Pereoos    Pwrsons    Versons   P«reone    Pcraons    Persons  Persons  Persons 

765.00  -  768.33 47       102      137  189 

768.34  -  771.66 46       101      136  188 

771.67  -  774.99 45       100      135  187 

775.00  -  778.33 44        99      134  186 

778.34  -  781.66 43        >8      133  185 

781.67  -  784.99 42        97      132  184 

785.00  -  788.33 41        96      131  183 

788.34  -  791.66 40        95      130  182 

791.67  -  794.99 39        91       129  181 

795.00  -  798.33 38        93       128  180 

798.34  -801.66 37 92       127  179 

801.67  -804.99 36 91       126  178 

805.00  -  808.33 J5        90       125  177 

808.34  -  811.66 J4        89       124  176 

811.67  -  814.99 J3        88       123  175 

815.00  -  818.33 J2        87       122  174 

818.34  -  821.66 Jl        86       121  173 

821.67  -824.99 85       120  172 

825.00  -828.33 84       119  171 

828.34  -831.66 83       118  170 

831.67  -834.99 M2      117  169 

835.00  -838.33 81      116  168 

838.34.  -841.66 80      115  167 

•41.67  -844.99 79      ii4  166 

845.00  -848.33 78       113  165 

•48.34  -851.66 77      112  164 

•51.67  -854.99 76      111  163 

855.00  -858.33 75      110  162 

858.34  -861.66 74       109  161 

861.67  -864.99 73      108  160 

•65.00  -868.33 72       107  159 

868.34  -871.66 71       106  158 

871.67  -874.99 70      105  157 

875.00  -878.33 69       104  156 

878.34  -881.66 68      103  155 

881.67  -  884.99 67       102  154 

885.00  -888.33 66       101  153 

888.34  -891.66 65       100  152 

891.67  -894.99 64       99  151 

•95.00  -898.33 63       98  150 

898.34  -  901.66 «2        97  149 

901.67  -904.99 <1        96  148 

905.00  -908.33 SO       95  147 

908.34  -911.66 59        94  146 

911.67  -914.99 58        93  145 

915.00  -918.33 57        92  144 

918.34  -921.66 56        91  143 

921.67  -924.99 55       90  142 

925.00  -928.33 54        89  141 

928.34  -931.66 53       88  140 

931.67  -934.99 52       87  139 

935.00  -938.33 51        86  138 

938.34  -  941.66 85  137 

941.67  -  944.99 84  136 

945.00  -  948.33 83  135 

948.34  -  951.66 -82  134 

951.67  -  954.99 -81  133 

955.00  -  958.33 -80  132 

958.  34  -  961.66 79  131 

961.67  -  964.99 78  130 

965.00  -  968.33 .77  129 

968.34  -  971.66 76  128 

971.67  -  974.99 75  127 

975.00  -  978.  33 74  126 

978.34  -  981.66 73  125 
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Income  One        Two       Three     Four       Five      Six    Seven     Eight 

(After  Deductions)         Person     Persons    Persons   Persons    Persons   Persons   Persons   Persons 

981.67  -  984.99 72        124 

985.00  -  988.33 71        123 

988.34  -  991.66 70        122 

991.67  -  994.99 69        121 

995.00  -  998.33 ^8        120 

998.34  -1001.66 67        119 

1001.67  -1004.99 66        118 

1005.00  -1008.33 65        117 

1008.  34  -1011.66 64        116 

1011.67  -1014.99 63        115 

1015.00  -1018.33 62        114 

1018.34  -1021.66 61        113 

1021.67  -1024.99 60        112 

1025.  00  -1028.  33 59        111 

1028.34  -1031.66 58        110 

1031.67  -1034.99 57        109 

1035.00  -1038.33 56        108 

1038.34  -1041.66 55        107 

1041.67  -1044.99 54        106 

1045.00  -1048.33 53        105 

1048.34  -1051.66 52        104 

1051.67  -1054.99 103 

1055.00  -1058.  33 102 

1058.34  -1061.66 101 

1061.6  7  -1064.99 100 

1065.00  -1068.33 99 

1068.34  -1071.66 98 

1071.67  -1074.99 97 

1075.00  -1078  .33 96 

1078.34  -1081.66 95 

1081.67  -1084.99 94 

1085.00  -1088.33 93 

1083  .  34  -1091 .66 92 

1091.67  -1094.99 91 

1095. 00  -1098 .33 90 

1098.34  -1101.66 89 

1101.67  -1104.99 88 

1105.00  -1108.33 87 

1108.34  -1111.66 86 

1111.67  -1114.99 85 

1115.00  -1118.3  3 84 

1118.34  -1121.66 83 

U21.67  -1124.99 82 

1125.  00  -1128.33 81 

1128.34  -1131.66 80 

1131.67  -1134.99 79 

1135.00  -1138.33 78 

1138.34  -1141.66 77 

1141.67  -1144.99 76 

1145.00  -1148.33 75 

1148.34  -1151.66 74 

1151.67  -1154.99 73 

1155.00  -1158.3  3 72 

1158.34  -1161.66 71 

1161.67  -1164.99 70 

1165.00  -1168.33 69 
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INDEX  2 

This  index  lists  the  topics  in  this  book  in  alphabetical  order.  Index  1  UsU  the  topics  in  the  order  in 
which  they  appear  in  this  book,  and  also  provides  a  reference  to  the  USD  A  r^ulations  and  the  Food 
Stamp  Act. 


»  nghitoapplicMioaronii 31 

•  nghttofikMnKdiy 31 

•  PA.CA.WMlSSIhousriioUt 31 

•  30-day  rale 32 

»  inlcrview— u  FSP  otikt 32 
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INDEX  3 

'  ODceregnlatknubecomefiiid.  parents  who  are  recdving  SSI  or  Social  Security  <^^ 
be  a  ImiMhold  leparate  froni  their  duldren  mioim  with  then. 

'  Once  retul^ttoiu  become  final,  fraud  wiH  indnde  acts  of  ddiberate  nu*reprcieatatioo. 

*  Once  retnlations  become  final,  the  diiqualificatkm  penalties  for  pcrions  found  guilty  of  fraud  by  either 
a  court  or  after  an  administrative  bearmg  win  be  the  same.  The  individual  found  guilty  of  fraud  wffl  be 
disqualifted  for  six  months  for  the  first  offense,  one  year  for  the  second  offense,  and  permanently  for 
the  third  offense. 

*  Once  regulations  become  final,  which  wffl  probably  occur  this  summer,  households  wffl  be  required  to 
repay  non-fraud  overissuanoes  (except  when  the  food  stamp  office  cained  the  overissuanoe)  as  wdl  as 
fraud  overissuanoes. 

*  See  footnote  1. 

*  New  rules  wffl  probably  become  final  in  the  summer  changing  the  procedures  for  determfaiing  the  value 
of  licensed  vdikks  to  be  counted  as  a  resource. 

*  New  rules  wffl  probably  become  final  hi  the  summer  which  wffl  exclude  state  and  local  energy  assistance 
as  income  only  under  certain  circumstances.  Federal  energy  issisfancff  paymetts  wffl  continue  to  be  ex- 
duded  as  income  in  all  cases. 

*  Bcffamlng  July  I.  IM2,  the  Commonwealth  of  Puerto  Rico  wffl  receive  federal  fruids  to  devise  their  own 
Food  Stamp  Program.  Puerto  Rico  wffl  no  longer  operate  their  FSP  under  the  procedures  found  hi  this 
Gukk. 

*  Once  regulations  become  ffaud,  a  household  member  wffl  be  exempt  fh»  work  registration  re- 
quirements if  they  must  care  for  a  child  under  six  years  of  age. 

'*  Once  regulations  become  ffaud,  a  household  member  may  ref^ise  a  job  if  they  care  for  a  child  age  6 
through  1 1  and  adequate  child  care  is  lacking. 

"  Once  final  regulations  are  published,  a  household  wffl  be  disqualified  for  two  months  if  this  household 
member  quits  a  job  without  good  cause  while  participating  in  the  FSP. 

"  Once  final  regulations  are  published,  all  household  members  wffl  be  required  to  ftimish  Social  Security 
numbers. 

"  Once  a  final  rule  is  published,  the  procedures  to  continue  to  receive  food  stamps  if  you  move  wffl  no 
longer  apply. 

'*  If  you  lose  a  hearing  and  continued  to  receive  food  stamps  while  the  hearing  was  pending,  the  food 
stamps  you  received,  which  you  were  not  entitled  to  under  the  hearing  decision  is  a  non-fraud  overis- 
suance.  »*i**"*«»g  probably  late  this  summer,  after  final  rules  are  published,  you  wffl  have  to  repay  non- 
fraud  overissuanoe. 

'*  See  footnote  8. 

'*  Once  final  regulations  are  published,  the  food  stamp  office  can  prove  fraud  by  showing  that  a  person  in- 
tentionally made  a  false  or  mlslrading  statement,  misrepresented,  concealed,  or  withhdd  facts,  or  com- 
mitted any  act  wUch  could  be  a  violation  of  a  state  law  rdating  to  the  use  of  food  stamps . 

"  See  footnote  3. 

*'  See  footnote  3. 
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SUGQESTIONS  FOR  LOCAL  ACTION 


As  we  said  at  the  beginning  of  this  booklet, 
FRAC  believes  that  the  FSP  will  work  well  only 
where  low-income  people  and  their  advocates 
know  their  rights  and  can  enforce  them.  Now 
that  you  know  the  law,  here  are  some  sug- 
gestions for  local  action: 

1 .  Orgaalic  Food  Stanp  Campaigns 

A  Food  Stamp  Campaign  can  accomplish 
many  different  things  in  your  community.  One 
aim  is  to  make  sure  that  everyone  who  is  eligible 
for  food  stamps  can  get  them.  In  addition, 
campaigns  can  help  low-income  people  learn 
how  the  program  should  operate.  People  who 
know  their  rights  are  in  a  much  better  position 
to  deal  with  the  FSP,  and  get  the  benefits 
they're  entitled  to. 

While  techniques  for  Food  Stamp  Campaigns 
can  vary  a  great  deal  from  one  community  to 
another,  the  general  idea  is  to  publicize  the  FSP 
so  that  potentially  eligible  people  can  learn 
about  it,  focusing  attention  on  those  eligible  and 
how  they  can  apply.  Techniques  for  publicity 
include  public  service  ads  on  T.V.  and  radio; 
newspaper  stories;  posters  in  stores;  asking 
grocery  stores  to  mention  food  stamps  in  their 
ads;  leaving  signs  and  information  in  places 
where  low-income  people  go  0>ke  churches, 
shopping  centers,  factories,  hospitals  and  clinics, 
housing  projects,  laundromats,  etc.);  and  getting 
public  officials  or  well  known  people  to  issue 
statements  encouraging  people  to  use  food 
stamps. 

Other  techniques  used  in  Food  Stamp 
Campaigns  include:  leafleting— directly 
approaching  people  with  information  on  the 
street,  in  stores,  or  at  the  FSP  office;  door- 
knocking  campaigns — actually  going  door  to 
door   to   reach   hard-to-find  people;  and  pre- 
screening  sessions— meetings  where  the  eligibility 
rules  are  explained  and  people  find  out  if  they're 
eligible.  Any  of  these  techniques,  or  a 
combination  of  them,  can  be  effective  in  helping 
people  through  the  whole  process  of  applying 
for  and  getting  food  stamps. 

2.  Organiic  RccipleaU  aad  Potential 
RcdpienU 

When  the  FSP  is  not  working  the  way  it 
should  in  your  community,  one  way  to  correct 
the  problem  is  to  organize  with  the  people  who 
are  affected.  One  person  acting  alone  is  often 


ignored,  but  many  people  working  together  can 
get  something  done.  Mass  actions  (like 
demonstrations  or  pickets  at  the  food  stamp 
office)  are  often  very  effective  in  changing 
attitudes  and  removing  roadblocks  to  proper 
FSP  operation,  in  addition  to  helping  to  get  FSP 
officials  in  a  position  to  negotiate  fairly  with 
you  and  your  allies. 

The  FSP  is  a  good  issue  to  rally  people  to 
action,  whether  your  purpose  is  a  general  effort 
to  increase  participation  or  a  group  effort  to 
tackle  a  specific  problem.  In  any  case,  it  is 
important  to  get  as  much  support  as  possible 
from  other  organizations,  and  to  make  good  use 
of  the  newspapers,  T.V.,  and  radio. 

3.  Monitor  tkc  FSP  and  Document  Violation! 

Sometimes  local  officials  fail  to  follow  the  law 
because  they  are  not  familiar  with  it.  Other 
times  local  officials  refuse  to  change  their 
actions  even  when  they  know  the  law  is  being 
violated.  To  make  sure  that  the  law  is  followed, 
it  is  important  to  monitor  the  operation  of  the 
local  FSP  to  sec  if  the  Federal  law  and  the  sute 
FSP  manual  are  being  followed.  When  you  find 
that  the  law  is  not  being  obeyed,  document  this 
fact  with  a  letter  to  the  local  FSP  official,  saying 
that  the  law  was  violated  and  when  the  violation 
occurred  (be  sure  to  include  the  number  of  the 
Federal  regulation  or  section  of  the  state  FSP 
manual  that  is  involved).  Send  copies  of  your 
letter  to  the  state  officials  who  are  in  charge  of 
the  FSP.  If  the  violations  are  not  corrected, 
write  a  letter  to  the  Department  of  Agriculture, 
and  ask  them  to  enforce  the  law.  Write  to 
Deputy  Administrator  for  Family  Food  Pro- 
grams, Food  and  Nutrition  Service,  United 
States  Department  of  Agriculture,  Washington, 
D.C.  202S0.  Also  send  copies  of  your  letter  to 
FRAC. 

4.  Get  Outside  Help 

Sometimes  outside  help  is  necessary  to  assist 
you  in  organizing  for  local  action,  and  getting 
violations  of  the  law  corrected.  If  you  need 
assistance,  please  contact  FRAC  and  let  us  know 
how  we  can  help.  We  will  try  to  assist  you,  or 
put  you  in  touch  with  someone  in  your  state  or 
region  that  can  provide  you  with  assistance.  If 
you  want  to  be  placed  on  FRAC's  mailing  list  to 
receive  information  about  the  FSP  (or  other 
Federal  food  programs),  see  details  on  the  back 
cover  of  this  Guide. 
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Materials  from  the 
Food  Research  and  Action  Center 

FRAC  distributes  periodic  mailings  with  information  on  the  food  programs  and 
related  issues.  In  addition,  we  publish  program  Guides  that  explain  the  programs  in 
easily-understood  fashion.  There  is  a  charge  of  $15.00  to  be  placed  on  the  mailing 
list  to  receive  periodic  mailings  on  program  changes,  developing  issues,  and  all  new 
Guides.  All  materials  are  free  lo  those  individuals  and  grtmps  unable  to  afford  the 
price. 

•  FRAC's  Guide  to  QuaUty  School  Luach  and  Breakfast  ProKniiiH  describes 
these  child  nutrition  programs;  outlines  methods  of  organizing  a  school 
breakfast  campaign:  and  discusses  ways  of  improving  meal  quality:  March 
1982:52.00. 

•  Guide  to  Welfare  Reform  raises  the  various  issues  that  must  be  considered 
in  reforming  the  welfare  system:  discusses  past  reform  efforts:  introduces 
the  major  governmental  players  and  interest  groups;  reviews  the  prospects 
for  1979  and  beyond:  and  contains  a  detailed  bibliography:  March  1979  (88 
pages);  S3 .00. 

•  FRAC's  Profile  of  the  Federal  Food  Programs,  a  short  pamphlet  describ- 
ing FRAC  and  outlining  the  seven  major  government  food  programs; 
January  1982;  single  copies  free  (additional  copies.  $.50  each). 

•  FRAC's  Guide  lo  the  Food  Stamp  Profram,  detailing  program  operation 
in  a  simple,  question-and-answer  format;  January  1982;  $2.00. 

•  FRAC— Guia  Para  E3  Programa  De  Cupoucs  Para  Alimcntos,  Spanish 
version  of  FRAC's  Guide  to  the  Food  Stamp  Program;  To  be  revised  in 
1982. 

•  The  Supplemental  Food  Program  for  Women,  Infante  and  CliiMrcn 
(WIC):  A  Success  Story,  a  synopsis  of  each  of  the  major  medical  evalua- 
tion studies  done  on  the  WIC  program  showing  the  positive  effects  of  WIC 
on  pregnancy  outcome,  growth,  and  incidence  of  anemia  among  WIC  par- 
ticipants: June  1981;  $.50. 

•  Food  and  Nutrition  Issues  in  The  Food  Stamp  Profram,  a  thorough  look 
at  the  nutritional  and  health  aspects  of  the  Food  Stamp  program,  shopping 
patterns  of  Food  Stamp  shoppers,  and  positive  economic  impact  of  the 
Food  Stamp  Program;  June  1981;  $.75. 

For  these  materials  or  other  assistance,  contact: 

FRAC 

Food  Research  and  Action  Center 

1319  F  Street.  N.W. 

Washington.  D.C.  20004 

(202)  393-5060 
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(EXHIBIT    C) 

DEPART  McNT  OF  HOUSING  AND  URBAN  DEVFLOrMENT 
WASHINC10N.  O  C   704  10 


f^B  2  4  1932 


HEKOR/^S'DUH  FOR:     Philip  Abrams,  General  Deputy  Assistant  Secretary  for 
Housing,  HO 
John  Knepp,  General   Counsel,  G 
Stephen  May,  Assistant  Secretary  for  Legislation  and 

Congressional   Relations,  LCR 
Judith  Tardy,  Assistant  Secretary  for  Administration,  A 

FROM:     E.  S.  Savas 

SUBJECT:     Tenant  Impacts  of  recent  policy  changes 

During  final   negotiations  on  HUO's  FY  1983  budget,  the  Department 
agreed  that  the  minimum  contribution  by  tenants  assisted  uT^dtr  the  housing 
subsidy  programs  would  be  Increased  to  an  amount  at  least  equal   to  the 
estlrr.ated  cost  of  all  utilities.     This  program  modification  results   frcn 
widespread  concern  over  so-called  "negative  rents."     "Kegatlve  rent"   1$ 
a  tenu  used  to  describe  situtatlons  which  occur  In  HUD-asslsted  housing 
when  tenants  are  directly  billed  for  sotre  or  all  utilities  and  their 
utility  allc-ance  exceeds   their  percentage-of-lncome  rent  charge.     Under 
the  voucher  program,   for  Instance,  the  minimum  tenant  contribution 
would  be  set  at  the  higher  of  30  percent  of  adjusted  Income  or  10  percent 
of  the  tenant's  gross  Income.     If  utilities   for  the  tenant's  unit  are 
separately  metered  and  the  utility  allowance  (estimated  utility  cost) 
for   the  unit  exceeds  the  minimum  tenant  contribution,  the  following 
occurs:   the  tenant  pays  no  rent  to  the  landlord,  pays  all   of  the  cost  of 
the  separately  .-.etered  uTTlities,  and  receives  a  check  back  to  cover  the 
estimated  arr^ount  by  which  utilities  exceed  the  tenant's  required  rent 
contribution.     The  terra  "zero  rent"  rather  than  "negative  rent"  would  be 
nore  descriptive  of   the   fact   that  the   few  tenants  caught  in  these  circum- 
stances are  paying  no  rent  to  the  landlords.     In  actuality,  negative 
rent  Cir.r.ct   exist  vnder  current   rules    if  utilities   are  considered   to   be 
a   legitlrate  part  of  housing  costs. 

When  the  proposal   was   first  made  within   the  OeparUr.ent  to  eliminate 
"negative  rents,"  OGC  was  concerned  that  such  i  rule  would  be  difficult 
to  defend  en  grounds  of  equity,  since  for  two  tenants  using  the  same 
a-?unt  of  utilities  In  the  sane  PHA,  but  residing  In  projects  with  and 
without  individual  neterlng,  respectively,  one  tenant  would  be  subject 
to  potentially  large  Increases  in  rent  while  the  other  would  be  totally 
traffected.     An  attempt  was  .-nade   to  produce  "rough  equity"  by  proposing 
that  the  cinirun  assisted  housing  tenant  rent  contribution  would  be  at 
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least  equal  to  the  total   esttnated  utility  cost  for  a  unft,  whether 
those  utlHttei  are  paid  by  the  landlord  or  d  r«t1y  by  the  tenant  to 
the  utility  co.T.pany.       leaving  aside  the  enonxjus  adTUfstratlve  burden 
which  this  change  could  Impose  on  PHAs  (separate  ut       ty  schedules  for 
apart-nents  facing  north?     hearings  for  d  ^gruntUd  tenants  who  are  frugal 
In  their  use  of  utilities?),  there  *rt  more  fundamental   Issues  associated 
with  the  proposed  change.     Our  analysis  Indicates  that  this  proposal 
would  lead  to  substantial   differentials  In  the  depth  of  subsidy  provided 
to  tenants  of  assisted  housing  prograins,  both  across  regions  and  an>ong 
tenants  In  a  particular  project  or  PHA.     The  policy  will   disadvantage 
tenants  In  the  lowest     rxitt?*  grcups,   those  In  high-cost  utility  areas, 
and  those  living  In  energy-inefficient  buildings. 

The  attached  tables   show  that  sone  families  could  be  required  to 
to  p^y  In  excess  of  50  percent  of   their  adjusted  Income  to  live  In  HUO- 
jsslsted  housing.     In  Boston,    for       stance     68  percent  of  all  tenants 
would  be  rtc^uir^d  to  p^  a  rent  h  gtier  than  that  mandated  after  the  1981 
rent  Increases  have  been  fully     mpUTiented-     About  40  percent  of  all 
Ecstcn  tenants  would  be  required  to  p^  SO  percent  or  more  of  their 
Inco.T.e  If  the  mint^u^B  rent     s  t*t  at  the  average  PHA  utility  charge. 
Boston  and  a   few  ethers       \t     t  are  extreme  cases,   since   for  r.any  PHAs, 
especially  those  with  mild  climates,  the   Impact  would  be  negligible. 
The  point  Is  that  "Bostons'   do  exist,   and  that  this   type  of   irr.pact  was 
not  the  Intent  of  the  proposal   and  Is  not  likely   to  be  well -received 
in  Ccr.gress. 

At  the  sane  time  that  these  Inequities   across  regions  and  tenant 
Income  levels  are  being  produced,   two  other  sets  of  policy  changes  now 
unizrmiy  could  have   equally  significant  Impacts.     One  Is  the  proposal 
to  permit  HUD  to  count  food  stamps  as  Income   for  HUD  rent  calculations, 
and  the  ether  1$  a  recent  legislative  change  which  gives  States  the 
option  of  counting  HUD  assistance  and  food  stamps  as  duplicative  of  the 
food  and  shelter  portions  of   the  AFDC  grant.     Counting  food  stamps  as 
ntt^^ie  nest    everely  affects  the  lowest  Income,  those  with  largest  families, 
and  those  who  are  living  In  areas  where  the  value  of  food  stamps  1$  large 
relative  to  the  level   of  AFOC  benefits.     (In  some  States,  the  Federally- 
estcbllshed   food  stjmp  benefits  exceed  the   State-determined  AFOC  al lotrent). 
Mear.-hlle,    full    State   Implementation  of  the  AFDC  program  option  to  count 
both  food  sta-p$  and  HUD  assistance  as  Income  could  result  In  a  60  to  65 
percent  drop     n  AFDC  benefits.     It  Is  thus  conceivable  that  a  '30  percent 
of   Income"  tenant  rent  charge  could  exceed  a  household's  cash  Income.     The 
Department  will  not  be  allowed  to  Ignore  the  effects  of  the  recent  AFDC 
changes  in  setting  Its  own  rent  policies;  critics  are  already  suggesting 
that  In  sone  Southern  States  HUD  tenants  will  have  to  pay  part  of  their 
rent  with  food  stampsi 
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Ve  recornr.end  two  courses  of  dctfon  at  this  Hme.     Ffrst,  we  belfeve 
that  It  vrculd  be  apprcprlate  to  consider  reopening  with  CMS  the   Issue 
of  sending  checks  to  tenants   for  excess  utility  costs.     The  negative 
rent  Issue  was  of  doubtful   significance  and.   In  af\y  event,  affected  only 
1  s.T.all  percentage  of  tenants.  The  proposed  cure  Is  much  worse  than  the 
malady  It  was  designed  to  correct,   and  will  produce  extreme  situations 
which  win   be  difficult  to  defend  In  Congress.     Second,  we  believe  that 
CGC,  Hrusing,  and  PDSR  should  begin  a  structured  discussion  of  the   Inter- 
action of  proposed  Federal   agency  changes  with  respect  to  tenants   served 
under  HUD  subsidy  programs.     Proposals   to  count  food  sti-ps  as  Inccne  under 
AFDC  prograT-.s  as  veil   as  other  program  changes  could  have  unintended  and, 
frc-flj  the  point  of  view  of   the  households  affected,   disastrous  consequences 
unless  a  greater  degree  of  Federal    oversight  Is  exercised  at  this  time. 

The  long-term  outcome  of  a  failure  to  face   these  proble'^s  squarely 
.T.ay  be  to  undemlne  the  credibility  of  the  Adxlnlstratlon's  overall 
"Federalism'   Initiative.     Use  of  exceptional    "extre~.es"  by  opponents  could 
have  detr'-ental   effects   far  beyond  the  effects  of  ccTprc.-nlses  necessary 
to  £fT!el1orate  the  problems  raised  by  these  prcpcsals.     If  you  are  to  take 
action  In  this  direction,  we  need  to  move  quickly. 
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Percentage  of  Adjusted  Income 

Required  for  Rent  In  the  Public  Housing  Program 

Program  If  the  Minimum  Rent  Rule  Includes  Utilities 


Adjusted 

Income: 

$1500 

$2500 

$3500 

$5000 

$7000 

FKA: 

Atlanta 

601 

36X 

301 

301 

301 

Boston 

1181 

71t 

511 

351 

301 

Buffalo 

581 

351 

301 

301 

301 

Colur6us 

41X 

30X 

301 

301 

301 

Dallas 

34X 

30X 

301 

301 

301 

Denver 

411 

30X 

301 

301 

301 

Hartford 

87X 

52t 

371 

301 

301 

Louisville 

491 

301 

301 

301 

301 

Peoria 

451 

301 

301 

301 

301 

Phoenix 

37X 

3C1 

301 

301 

301 

St.  Louis 

551 

331 

301 

301 

301 

Salt  Lake 

30X 

301 

301 

301 

301 

San  Antcnfo 

30t   . 

301 

301 

301 

301 

SOURCE:     1S80-81  utility  consumption  dati. 


PD&R 
2/22/82 
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Ir.pacts  on  Public  Housing  Tenants  of  Establishing  Utilities 

es  an  Additional  Hlnlnua  Rent  Criterion 

(1980-1981  Data) 


lUi 

•95C-1981 
Average 
Tenant 

Incor.e* 

Average 

Actual 

Rent 

Estlnated 
Average 
Tenant 
Rent  Under 
1981   Rules 

Average 
Monthly 
Utilities** 

Break- 
Even 

Adjusted 
Inco.i.e*** 

Percent 
Tenants 
Affected 
by  Utility 
Rjle 

.'ortheast 

ccston 
Fjffalo 
Harlford 
yiew  York 

5430 
5S?0 
5340 
8780 

89.00 

90.00 

87.00 

143.00 

125.00 
126.00 
121.00 
207.00 

147.48 

71.88 

109.11 

106.80 

S?00 
2375 
4365 
4270 

681 
141 
50i 
301 

'outh 

Atlanta 
Dallas 
Louisville 
San  Antonio 

3310 
3130 
3380 
4110 

54.00 
51.00 
55.00 
67.00 

70.00 
66.00 
72.00 
90.00 

75.29 
42.19 
61.44 
37.54 

3010 
1690 
2460 
1500 

60X 
17X 

401 

sx 

icrlh  Central 

Colurbus 
Detroit 
Feorla 
St.   Louis 

2S05 
4910 
3870 
4600 

62.00 
80.00 
63.00 
75.00 

83.00 
110.00 

84.00 
103.00 

51.18 
82.34 
56.82 
68.27 

2C45 
3295 
2275 
2730 

161 
33X 
2C1 
2)1 

•est 

Cer/er 

Los  Angeles 

rhoenU 

Salt  Lake  City 

4170 
6  380 
3680 
4110 

68.00 

104.00 

60.00 

67.00 

92.00 

147.00 

80.00 

90.00 

50.88 
24.73 
46.12 
20.59 

2035 
S90 

1E4S 
825 

lit 
01 

131 
U 

Median  Incr-.-s  are  generally  significantly  less. 

This  c-ount  Includes  cr.ly  PHA-pald  LtlMtfes,  vhlch  coders  r.rst  ttlHty  cr?ts   for  rrst 
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Question  3,  You  oppose  the  proposal  to  permit  public  housing  authorities  to  use 
development  funds  for  modernization  purposes.  Would  you  also  oppose  limiting  that 
option  to  modernizing  units  that  were  presently  uninhabitable  and  vacant? 

Answer.  We  would  not  oppose  the  use  of  development  funds  for  modernizing  units 
that  are  presently  vacant  and  uninhabitable,  as  long  as  there  are  safeguards  to 
ensure  that  the  units  are  truly  uninhabitable  and  that  the  PHA  does  not  deliberate- 
ly vacate  the  building  in  order  to  use  the  development  funds  for  modernization  pur- 
poses. 

Question  4-  The  Department  is  presently  reviewing  the  utility  allowance  provi- 
sions for  the  public  housing  program  where  the  utility  costs  are  paid  directly  by  the 
tenant  and  not  included  in  their  rent.  What  is  your  position  on  the  existing  regula- 
tions and  what  principles  should  be  included  in  any  revised  proposals? 

Answer.  The  short  answer  to  the  question  is  that  the  existing  regulations  are  ade- 
quate and  should  be  retained.  Overall,  they  provide  for  a  reasonable  utility  allow- 
ance so  that  low-income  tenants  continue  to  be  able  to  afford  to  live  in  public  hous- 
ing and  they  take  into  consideration  reasonable  conservation  objectives. 

The  utility  allowance  issue  for  public  housing  is  enormously  complex.  Utilities  in 
any  given  public  housing  project  can  be  mastermetered,  mastermetered  with  indi- 
vidued  check  meters  to  determine  individual  consumption  (in  this  case,  the  PHA 
pays  the  utility  bill  and  surcharges  the  tenants  for  excess  consumption),  and  individ- 
ually metered  (i.e.,  each  tenant  contracts  directly  with  the  utility  company).  For  any 
given  project,  some  utilities  can  be  mastermetered  and  others  retail  metered.  The 
mix  of  utilities  also  varies  from  all-electric  to  electric,  gas,  and  heating  fuel.  The 
types  of  utilities  that  must  be  paid  for  vary.  Electricity,  gas  and  heating  fuel  are  the 
obvious  utilities.  But  trash  and  garbage  collection,  and  water  and  sewage  must  also 
be  considered  utilities,  and  included  in  rent. 

Finally,  the  rate  structure  varies  from  area  to  area  and  utility  to  utility.  And  the 
amount  of  utilities  consumed  varies,  especially  in  the  case  of  heat-related  utilities, 
depending  upon  the  geographic  location  of  the  unit  (a  northern  state  or  a  southern 
state),  the  position  of  the  unit  in  the  building  (north  corner,  top  floor,  etc.),  and  the 
degree  of  insulation,  weather-stripping,  etc. 

Despite  the  complexity  of  the  utility  allowance  issue,  HUD  has  developed  regula- 
tions which  take  into  consideration  all  of  these  factors,  and  has  come  up  with  a 
system  that  is  equitable  for  the  tenants,  PHAs  and  HUD.  The  existing  regulations 
deflne  what  is  to  be  included  in  utility  costs.  They  establish  reasonable  allowances 
for  check  metered  and  individually  metered  tenants.  For  check  metered  tenants,  the 
allowance  is  set  so  that  90  percent  (90%)  of  the  tenants  pay  no  utility  surcharge. 
For  individually  metered  tenants,  the  allowance  is  set  at  average  consumption.  No 
allowance  is  required  for  tenants  in  mastermetered  projects.  The  rationale  for  set- 
ting different  allowances  for  tenants,  depending  upon  the  metering  system,  is  that 
in  the  case  of  mastermetered  projects,  there  is  no  way  to  determine  individual  con- 
sumption; in  the  case  of  individually  metered  tenants,  HUD  balanced  the  objective 
of  encouraging  conservation  and  ensuring  that  the  total  cost  of  the  allowance  to  the 
PHA  is  equal  to  the  total  amount  of  the  utility  bills  for  all  individually  metered 
tenants.  In  the  case  of  check  metered  tenants,  HUD  also  wanted  to  control  the 
PHA's  cost  and  preserve  a  conservation  incentive.  45  Fed.  Reg.  59,503  (September  9, 
1980).  These  differences  are  justified  as  reasonable  in  light  of  the  three  differing  me- 
tering systems,  which  make  it  infeasible  to  provide  "literal  similarity"  and  the  con- 
flicting policy  objectives  of  reasonable  shelter  costs  for  low-income  tenants,  conser- 
vation, equity  amongst  public  housing  tenants  nationwide,  and  minimizing  costs  to 
the  PHAs. 

The  existing  regulations  further  provide  that  the  allowances  must  be  set  depend- 
ing upon  the  individual  characteristics  of  the  unit  and  actual  utility  consumption. 
Periodic  adjustments  of  the  allowances  are  required  so  as  to  reflect  utility  rate 
changes,  utility  consumption  and  conservation  efforts.  Individual  relief  is  available 
for  tenants  for  excess  consumption  for  reasons  beyond  the  control  of  the  tenant, 
such  as  a  defective  meter,  unrepaired  broken  window,  etc. 

The  need  for  public  housing  utility  regulations  has  been  recognized  even  by  HUD, 
which  has  admitted  that  "many  PHAs  will  not  systematically  establish  utility  al- 
lowances or  revise  allowances  unless  required  by  court  order  or  by  HUD."  Calendar 
of  Federal  Regulations,  47  Fed.  Reg.  1,872  (January  13,  1982).  The  existing  regula- 
tions published  in  September  1980  represent  the  first  revision  of  HUD  policy  on  util- 
ity allowances  since  1963.  The  existing  regulations  should  be  retained  because  they 
were  promulgated  after  a  lengthy  review  for  a  period  of  at  least  three  (3)  years  of 
over  200  comments  and  included  the  review  of  significant  data.  They  provide  for  a 
healthy  compromise  between  tenant,  PHA  and  HUD  objectives.  Any  formula  for  es- 
tablishing utility  allowances  that  HUD  may  propose  which  is  less  specific  will  not 
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suffice  for  it  represents  a  thinly  veiled  attempt  by  HUD  to  pass  the  buck  to  PHAs 
who  are  incapable  of  establishing  the  statutorily  required  standard  because  of  the 
lack  of  expertise.  HUD's  impetus  to  pass  the  buck  is  clear.  In  the  summary  of  bene- 
fits to  be  derived  from  the  new  regulations  is  the  statement  that  HUD  believes  that 
it  "will  benefit ...  by  reduced  liability  if  tenants  should  institute  suit."  47  Fed.  Reg. 
1,872. 

Question  5.  Apropos  of  your  critical  comments  on  the  rental  production  stimulus 
included  in  H.R.  5731,  do  you  believe  that  there  is  a  rental  housing  problem  in  the 
Nation  that  goes  beyond  merely  low  income?  If  so,  do  you  believe  it  should  be  ig- 
nored by  this  committee?  And  finally,  are  you  saying  that  the  Law  Project  will  not 
support  any  housing  assistance  program  unless  it  is  limited  to  the  lowest  income 
families? 

Answer.  We  recognize  that  there  is  a  shortage  of  rental  housing  in  the  nation  and 
that  the  shortage  places  burdens  upon  those  who  are  not  poor  as  well  as  the  poor. 
However,  we  cannot  ignore  the  fact  that  the  people  who  are  most  severely  burdened 
by  the  scarcity  of  housing  and  who  are  in  the  most  desperate  straits  are  the  poor, 
not  those  whose  incomes  are  higher  and  who  are  better  able  to  cope.  People  with 
incomes  above  80%  of  the  median  are  not  sleeping  in  their  cars,  are  not  sleeping  in 
the  streets,  are  not  doubling  and  tripling  up  with  families  in  houses  designed  for 
households  one-third  their  size,  and  are  not  paying  50%  and  more  of  their  incomes 
for  rent.  We  see  the  value  of  helping  all  who  cannot  afford  decent  housing,  but  we 
do  not  believe  that  scarce  resources  should  be  diverted  to  aid  middle-income  people 
while  vast  numbers  of  poor  people  whose  needs  are  many  times  greater  are  left  out 
in  the  cold.  Thus,  until  the  housing  needs  of  the  poor  are  met,  we  will  not  support 
housing  assistance  programs  which  divert  resources  to  middle-income  people. 

Housing  industry  groups  which  only  last  December  supported  present  economic 
policy  in  testimony  before  your  Subcommittee  are  now  clamoring  for  bailouts.  The 
programs  those  groups  are  asking  you  to  adopt  represent  dramatic  departures  from 
Congress'  efforts  over  the  years  to  ensure  that  federal  housing  assistance  is  directed 
to  low-income  people.  The  following  brief  review  of  subsidized  rental  programs  in 
the  nation  illustrates  the  point.  In  1961,  when  Congress  took  its  first  step  into  the 
privately  owned  subsidized  rental  housing  arena  with  the  Section  221(dX3)  BMIR 
Program,  the  benefits  were  limited  to  tenants  whose  incomes  were  beneath  80%  of 
the  median.  In  1965,  when  the  Administration  wanted  the  rent  supplement  program 
to  serve  tenants  whose  incomes  were  too  high  for  public  housing,  Congress  cut  the 
income  limits  for  eligible  tenants  back  to  the  public  housing  level.  In  1968,  with  the 
Section  236  program.  Congress  again  restrained  the  Administration's  drive  for 
higher  income  levels,  limiting  the  benefits  of  the  program  to  tenants  with  incomes 
beneath  135%  of  the  public  housing  limits.  In  1974,  the  limits  for  the  Section  236 
program  were  raised  to  the  80%  of  median  level  and  the  limits  for  the  new  Section 
8  program  were  set  at  that  level. 

While  this  history  does  reflect  a  gradual  trend  to  raise  the  income  limits,  never 
did  Congress  allow  benefits  of  subsidies  to  go  to  tenants  with  incomes  above  the  80% 
of  median  level  and,  in  fact,  the  vast  majority  served  had  much  lower  incomes.  In 
stark  contrast,  the  proposed  program  would  direct  the  vast  mcgority  of  the  benefits 
to  tenants  who  would  be  well  above  the  80%  of  median  level  and  those  few  who 
could  be  below  that  level  would  still  be  near  the  top  of  the  "low-income"  category. 
We  believe  that  Congress  can  provide  economic  stimulus  without  abandoning  its 
wise  and  long  established  policy  of  directing  housing  assistance  to  those  most  in 
need.  Steps  can  be  taken  to  require  that  the  hundreds  of  thousands  of  units  now  in 
the  pipeline  are  built,  that  public  housing  authorities  receive  adequate  operating 
subsidies,  that  sufficient  expenditures  are  made  for  modernization,  and  that  new 
units  of  public  housing  are  added  to  the  supply. 

Questions  SuBMrrrED  to  Ms.  Dolbeare 

Question  1.  I  want  to  commend  you  for  bringing  out  a  very  important  and  often 
overlooked  fact,  and  that  is  that  outlays  for  low-income  housing  assistance  have 
never  in  any  year  been  more  than  1  percent  of  total  Federal  outlays.  In  order  to  put 
that  into  perspective  could  you  provide  us  with  some  comparisons  with  other  Feder- 
al programs? 

Answer.  Housing  outlays  are  substantially  below  those  for  other  federal  social 
programs.  Indeed,  no  one  expects  that  decent  education,  training,  health  care,  or 
transportation  can  be  provided  at  little  or  no  cost.  Yet  that,  implicitly,  is  what  is 
demanded  of  low  income  housing  programs.  Herewith,  then,  is  a  comparison  of 
actual  1981  outlays,  in  dollars  and  as  a  percentage  of  all  outlays,  for  selected  Feder- 
al activities: 
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[Dollar  amounts  In  biions] 


Program/function  Outlays 


of  total 


Low  income  housing o.747  Oi 

MiEtary  personnel 36.409  5.5 

Maitary  procurement 35.191  5.3 

Highways 9.068  1.3 

Elementary/secondary  education 7.043  1.0 

Higher  education 6.790  1.0 

Training  and  empioyment 9.241  1.4 

Social  services 6.531  .9 

42.489  6.4 

:...  16.984  2.5 

Sodal  security 137.197  20.9 

Federal  retirement 17.547  2.6 

Unemployment  compensation 19.664  2.9 

Food  stamps 11.253  1.7 

Social  security  income 7.192  1.0 

W«fare(AFDC) 8.504  1.2 

Veterans'  pensions  and  insurance 12.909  1.9 

Total  outlays 657.204      100.0 

Question  2.  I  want  to  commend  you  for  highlighting  an  ail-pervasive  myth  that 
too  often  underUes  the  rationale  used  by  those  who  are  entirely  opposed  to  low- 
income  housing  assistance  and  those  who  are  for  it  but  who  think  that  it  is  a  luxury 
that  the  Nation  simply  cannot  afford.  We  find  this  mentality,  however,  is  limited  to 
programs  aimed  at  tne  poor  but  not  others. 

Take  for  example  certain  defense  programs.  Suppose  we  used  the  same  mentality 
when  it  comes  to  tanks.  At  $4  or  $5  million  each,  we  would  conclude  that  they  were 
too  expensive.  But  that  is  not  the  way  tanks  are  looked  at.  They  are  needed  and 
th^are  expensive,  and  they  are  built  and  bought. 

Why  is  housing  for  the  poor  viewed  differently?  My  question  is,  how  realistic  is  it 
to  think  that  the  budget  bugaboo,  or  "freak  of  the  budget  process,''  as  you  put  it  in 
your  testimony,  can  be  overcome? 

Answer.  Housing  is  the  victim  of  a  quirk  in  the  budget  process.  Traditionally,  fed- 
erallv  assisted  housing  has  been  financed  in  much  the  same  way  that  an  individual 
purchases  a  home:  through  long-term  borrowing,  so  that  a  part  of  the  cost  of  the 
unit  is  paid  back  each  year.  When  a  Federal  subsidy  is  provided,  the  commitment  is, 
therefore,  typically  a  long  term  one.  In  public  housing,  the  subsidy  covers  the  inter- 
est and  amortization  on  40-year  bonds  issued  by  local  authorities  to  finance  the  proj- 
ects. In  Section  8,  the  subsidy  commitment  covers  both  financing  and  operating 
costs,  including  utilities,  taxes,  and  maintenance,  over  the  15  to  30  year  life  of  the 
contract.  In  other  HUD  programs,  the  subsidv  essentially  reduces  the  interest  rate. 

Because  the  housing  subsidies  are  provided  under  long-term  contracts  backed  by 
the  full  faith  and  credit  of  the  federal  government,  the  budget  process  requires  that 
"budget  authority'  be  calculated  as  the  MAXIMUM  possible  annual  cost,  multiplied 
by  the  number  oi  years  of  the  contract.  As  already  noted,  for  the  Section  8  program, 
this  includes  operating  costs. 

If  a  homebuyer,  when  considering  purchase,  were  to  count  the  total  cost  of  princi- 
pal and  interest  on  the  mortgage,  plus  taxes,  insurance,  utilities,  and  maintenance 
over  the  15-20  ^ear  period  covered  by  the  mortgage,  he  or  she  would  be  using  a 
comparable  basis  of  calculating  costs.  And  there  would  be  very  few  houses,  at 
today's  prices  and  interest  rates,  that  could  be  "bought"  for  less  than  half  a  million 
dollars.  Yet  that  is  how  the  federal  government  budgets  its  low  income  housing  pro- 
grams. 

Other  federal  programs  do  not  make  long-term  contractual  commitments,  even 
though  everyone  Knows  that  money  will  have  to  be  appropriated  and  spent.  So  they 
are  treated  differently  in  the  budget  process. 

The  answer,  I  believe,  lies  in  &anging  the  manner  in  which  we  provide  housing 
assistance,  and  getting  away  from  long-term  contracts.  The  National  Low  Income 
Housing  Coalition  advocates  both  the  provision  of  housing  assistance  through 
income-based  approaches,  such  as  vouchers,  for  all  venr  low  income  households 
needing  them  to  obtain  decent  housing  and  continued  federal  support  for  the  reha- 
bilitation and  construction  of  housing  for  low  income  families.  Neither  requires 
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long-term  commitments:  construction  and  rehabilitation  could  be  handled  through 
front-end  capital  subsidies,  with  appropriate  recapture  provisions  and  restrictions  on 
use.  We  could  provide  better  support  for  limited  equity  cooperatives  and  mutual 
housing  associations,  and  for  homesteading  for  low  income  families.  And  we  could 
provide  access  to  vouchers  for  families  whose  primary  problem  is  that  they  cannot 
pay  what  decent  housing  costs. 

Three  things  are  called  for  to  cope  with  the  problem  of  how  low  income  housing  is 
budgeted:  (1)  Congress  and  the  public  need  to  understand  why  the  program  appears 
so  expensive,  when  in  fact  it  is  not;  (2)  we  need  to  recognize  that  provision  of  decent 
housing  does  cost  something,  just  as  providing  other  basic  services  costs  something; 
and  (3)  we  should  look  to  methods  of  reducing  the  long-term  contractual  commit- 
ments under  which  housing  assistance  is  provided. 

Qwestion  3.  I  understand  the  Department  is  developing  regulations  which  would 
provide  that  no  adjustments  to  income  would  be  permitted  for  purposes  of  determin- 
ing eligibility  for  or  rent  paid  in  an  assisted  housing  project.  An  sdtemative  propos- 
al is  that  a  more  equitable  system  would  be  to  provide  a  single  adjustment  of  $400 
for  every  family  member. 

Would  you  comment  on  these  two  proposals? 

Answer.  The  question  of  how  much  people  can  afford  to  pay  for  housing  is  a 
knotty  one,  with  which  I  have  wrestled  personally  for  some  two  decades,  and  which 
the  Coalition  has  discussed  inconclusively  from  time  to  time.  The  generality  that  no 
one  should  pay  more  than  he  or  she  can  afford  gives  little  practical  guidance,  and  a 
percentage  of  income  is  therefore  used  as  a  proxy  for  this,  and  adjusted  to  prevent 
gross  inequities. 

When  I  broke  into  housing  some  30  years  ago,  the  discussion— by  the  way— was 
whether  15  percent  or  20  percent  was  an  appropriate  percentage  of  income  to  pay. 

The  fact  is  that  generally  speaking,  the  lower  one's  income,  the  higher  the  per- 
centage that  goes  for  housing:  just  the  inverse  of  what  people  can  afford.  For  exam- 
ple, I  could  "afford"  to  spend  50  or  60  percent  of  my  income  for  housing,  if  the  test 
is  whether  or  not  I  have  enough  left  for  other  basic  necessities.  But,  using  this  test, 
there  are  several  million  households  who  can  literally  afford  to  pay  nothing  for 
their  shelter. 

I  would  suggest  that  two  approaches  be  considered  to  this  problem.  The  first  is  a  so- 
called  "market  basket"  approach:  what  does  a  houshold  of  a  given  size  and  composi- 
tion require  to  cover  basic  necessities  other  than  shelter?  Calculate  Uiis,  subtract 
the  amount  from  household  income,  and  the  remainder  is  what  the  household  can 
afford  to  pay.  Charge  this  for  rent. 

The  second  is  a  simpler  way  to  accomplish  much  the  same  thing,  while  requiring 
everyone  to  pay  something  for  housing.  That  would  be  to  develop  an  array,  based  on 
currently  available  statistics  on  household  size  and  income,  which  would  show  the 
income  at  each  percentile  for  each  household  size.  Then  assume  that  each  household 
could  afford  to  pay  for  shelter  whatever  its  percentile  is.  For  example,  households  in 
the  bottom  1  percent  would  pay  1  percent  of  their  income;  households  at  the  fifth 
percentile  would  pay  5  percent;  households  at  the  tenth  percentile,  10  percent,  and 
so  on.  It  is  admittedly  arbitrary,  but  it  does  adjust  for  household  size  and  it  does  in- 
crease the  proportion  paid  for  income  gradually  as  income  rises. 

Either  of  these  approaches  would,  1  beUeve,  be  better  than  the  current  system. 
Furthermore,  there  would  be  no  need  for  income  limits  under  either  approach,  be- 
cause at  some  point  the  amount  paid  for  shelter  would  equal  the  cost  of  shelter,  and 
subsidy  would  not  be  required. 

Chairman  Gonzalez.  I  did  have  one  that  I  was  going  to  pro- 
pound to  Ms.  Dolbeare  in  the  remaining  half  minute  or  so  that  I 
have.  I  notice  in  this  article  in  the  Washington  Post,  dated  March 
6,  that  you  and  the  coalition  support  the  voluntary  system.  I  real- 
ize that,  even  briefly,  there  you  were  talking  about  entitlement, 
which  the  administration's  Commission  is  absolutely  against. 

But  what  is  your  plan?  What  is  your  suggestion  to  provide  a 
broad  and  comprehensive  plan  or  support  for  comprehensive  pro- 
gram for  the  poor  or  moderate  income? 

Ms.  Dolbeare.  Well,  Mr.  Chairman,  we  start  from  the  basic 
premise  that  decent  housing  ought  to  be  regarded  as  a  human 
right  and  that  we  ought  to  recognize  a  responsibility  to  provide 
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housing  assistance  for  all  low-income  families  who  need  housing  as- 
sistance. 

Now,  the  President's  Commission  on  Housing  identified  10  mil- 
lion renter  households  who  would  be  eligible  for  the  administra- 
tion's housing  proposal  or  the  Commission's  housing  proposal  of 
providing  vouchers  to  households  with  incomes  below  50  percent  of 
median.  I  do  not  have  any  particular  quarrel  with  that  estimate. 
As  a  matter  of  fact,  only  one  household  in  four  of  those  renter 
households  is  now  receiving  assistance. 

The  only  way  that  we  have  been  able  to  figure  out  that  you  are 
going  to  make  housing  assistance  for  low-income  households  an  en- 
titlement would  be  through  a  housing  allowance  or  a  housing- 
voucher  program,  where  housing  assistance  would  be  provided  just 
as  food  stamps  or  medicaid  now  is  provided.  If  you  are  eligible,  you 
apply  for  it  and  you  get  it.  If  you  are  refused,  there  is  an  adminis- 
trative appeal  process. 

Now,  the  opposition  to  housing  allowances  has  always  been  some- 
what of  a  mystery  to  me.  People  do  not  expect  food  stamps  to  deal 
with  the  problems  of  food  production.  They  do  not  expect  medicaid 
to  deal  with  the  problems  of  health-care  delivery.  But  somehow  the 
criticism  is  made  of  housing  vouchers  that  housing  vouchers  will 
not  produce  housing. 

It  seems  to  me  we  have  two  separate  problems  here.  One  is  the 
income  problem:  Covering  the  difference  between  what  housing 
costs  and  what  low-income  people  can  afford  to  pay.  A  second  prob- 
lem, which  is  analogous  to  growing  enough  food,  or  delivering 
enough  health  care,  or  whatever,  is  the  problem  of  providing  an 
adequate  stock  of  housing. 

Both  of  those  problems  should  be  addressed.  We  would  like  to  see 
a  housing-allowance  program  as  an  entitlement,  accompanied  by 
the  necessary  production  and  rehabilitation  programs  to  make  sure 
that  there  is  an  adequate  supply  of  housing. 

Chairman  Gonzalez.  Thank  you  very  much. 

Mr.  Stanton? 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman. 

Certainly  I  want  to  compliment  the  witnesses.  You  will  find 
many  in  Congress,  of  course,  have  disagreed  with  some  of  your 
basic  principles  and  your  basic  premises.  But  nonetheless,  I  hope 
that  you  find  none  who  do  not  realize  that  you  do  a  good  service,  a 
great  service  indeed,  in  prodding  the  consciousness  of  individual 
Members  of  Congress. 

The  question  that  has  always  bothered  me,  of  course,  is  the  fun- 
damental premise,  where  you  claim  there  is  a  right  or  where  their 
i^  an  obligation  to  provide  housing  to  everyone.  I  do  not  know  if  it 
is  a  right.  I  do  not  know  of  a  better  word. 

I  think  it  is  a  goal  certainly,  and  certainly  Government  has  an 
obligation  to  help  those  who  cannot  help  themselves.  But  despite 
that,  I  think  that  one  point  I  would  like  to  make,  which  I  thorough- 
ly agree  with  you  on,  is  if  the  limited  supply  of  capital  is  a  funda- 
mental problem  in  providing  adequate  housing  in  this  country,  cer- 
tainly there  should  be  priorities.  And  certainly  the  top  priority 
should  be  the  poorest  of  the  poor;  first  to  the  poorest  of  the  poor, 
and,  second,  to  the  elderly. 
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I  think  we  have  gotten  away,  over  the  years,  from  spreading  our 
resources  so  thin  that  indeed  we  have  trouble.  Everyone  suffers  a 
little  bit  in  that  regard. 

I  think,  back  to  that  premise,  though,  what  bothers  me  the  most 
is  that  your  organizations  have  a  far  greater  responsibility — an 
equal  responsibility  to  tell  the  people,  where  you  can,  who  are  in- 
volved with  the  cost  of  construction  today,  the  problem  that  they 
create. 

Let  me  give  you  an  example.  Why  do  we  not  reach  more  people? 
I  was  appalled  to  learn  recently  that,  say  section  8  subsidized  hous- 
ing, the  units  cost — I  cannot  get  an  exact  figure,  but  somewhere, 
around  $25,  $28,  now  it  may  be  $30  per  square  foot,  to  build  this 
housing.  That  seems  like  an  incredible  cost. 

The  figures,  if  they  are  right — and  the  staff  at  HUD  was  not 
sure,  are  high.  I  was  surprised  they  are  not  sure.  I  would  think 
they  would  know. 

Then  you  get  into  the  rental  subsidy  question.  It's  about  $7,000 
per  unit  times  30  years,  or  $210,000  in  subsidy.  Then  you  get  down 
to  the  question,  which  we  are  coming  to,  of  the  certificate.  They  es- 
timate that  the  modified  existing  section  8  program,  a  certificate  or 
voucher  program  they  put  forth,  could  probably  accommodate 
three  persons  to  everv  one  person  under  new  construction. 

So  you  have  to  look  at  that.  You  have  to  look  at,  as  vou  I  think 
in  your  testimony  referred  to,  continuity  and  I  agree.  And  second, 
to  serve  as  many  people  as  we  possibly  can. 

Last,  let  me  say  this.  We  do  have  real  problems  in  this  country 
with  the  poor,  and  I  think  that  I  agree  with  you  that  compassion 
should  begin  at  home,  rather  than  halfway  around  the  world.  On 
the  other  hand,  I  had  the  experience  last  night  of  watching  a  tele- 
vision show— I  think  it  was  on  channel  5.  I  switched  it  off  when  my 
daughter,  who  is  14,  screamed.  She  was  right  in  the  middle  of 
watching  the  poorest  of  the  poor.  And  I  agree  with  her. 

Having  been  in  World  War  II  and  all  through  Southeast  Asia,  I 
saw  some  of  the  tribes  in  New  Guinea,  in  utter  and  complete  pover- 
ty. And  then  you  saw  refugees  coming  into,  I  believe  it  was, 
Uganda  from  Ethiopia,  and  saw  the  utter  poverty  on  the  TV 
screen.  The  type  that  I  have  never  seen  before. 

And  $100  contributed  there  could  take  care  of  somebody,  all  their 
foods  and  wants  and  housing,  for  1  year,  and  what  your  dollar 
would  get.  So  I  think  that  we  cannot  forget  that  some  of  these 
things  we  do  have  as  a  nation,  that  we  do  have  an  obligation  cer- 
tainly around  the  world,  if  you  accept  that  premise,  not  as  Ameri- 
cans but  as  human  beings. 

And  I  guess  I  bring  that  up  because  she  was  so  impressed  and 
she  went  and  cried  and  took  out  her  total  savings  of  $20  and  called 
some  number  and  off  it  went. 

But  if  you  could  tackle  that  question  and  help  us  all  on  the  ques- 
tion of  costs,  I  think  you  would  be  doing  a  service. 

And  in  conclusion,  let  me  just  congratulate  you  for  presenting 
your  case.  I  am  sorry  more  people  are  not  here  to  hear  you. 

Ms.  I>OLBEARE.  If  I  might  respond  just  briefly,  Mr.  Stanton.  I 
hope  we  could  agree  on  the  principles,  although  we  might  not 
agree  with  the  means  of  getting  there.  And  I  certainly  share  your 
concern  that  we  should  be  talking  about  human  rights  and  think- 
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ing  in  a  world  context,  and  not  solely  in  the  context  of  people  in 
this  country. 

I  guess  you  can  argue  over  words  if  you  want  to.  I  am  not  par- 
ticularly inclined  to,  except  that  I  would  like  to  submit  for  the 
record  if  I  may  a  quotation  from  President  Reagan  in  which  he 
refers  to  the  necessary  human  right  to  housing.  So  I  had  not 
thought  it  was  a  controversial  statement  to  regard  housing  as  a 
human  right. 

Mr.  Stanton.  That  person  as  an  individual  is  entitled  to  certain 
things,  not  necessarily  as  a  right,  but  human  dignity.  But  do  not 
misinterpret  that. 

Ms.  DOLBEARE.  In  the  question  of  cost,  I  would  like  to  submit 
some  additional  material  on  that.  HUD  now  has  in  its  hands,  I  be- 
lieve, the  preliminary  report  of  a  rather  extensive  study  on  the 
various  costs  of  providing  housing  under  the  major  subsidy  pro- 
grams. It  seems  to  me  there  are  ways  of  reducing  costs. 

One  of  the  most  important  ways  of  reducing  costs  I  think  is  to 
stop  trying  to  hide  them.  I  have  always  been  an  advocate  of  pay  as 
you  go  on  housing.  And  I  think  we  made  a  mistake  back  in  1937, 
which  was  before  even  I  got  into  housing,  in  financing  public  hous- 
ing on  a  long-term  basis  so  you  could  have  annual  contributions 
contracts  and  the  cost  in  any  given  year  would  not  look  so  high. 

I  think  we  need  to  address  the  full  cost  of  housing.  I  would  like 
to  see  us  provide  all  of  the  subsidies  up  front,  directly.  Even  though 
it  might  be  hard  in  the  transition  period  I  think  we  could  reduce 
costs  by  using  such  methods  as  limited  equity  co-ops  and  also  in 
conserving  on  construction. 

That  is  a  concern  that  we  do  share,  and  we  have  been  actively 
seeking  ways  of  reducing  the  cost  of  housing.  Certainly,  any  organi- 
zation who  wants  to  see  everybody  served  is  looking  really  desper- 
ately for  less  expensive  ways  of  serving  them,  because  clearly  it  is 
going  to  be  a  difficult  thing  to  persuade  the  Congress  and  the  coun- 
try to  adopt  programs  of  the  scale  we  think  is  necessary. 

Mr.  Stanton.  Thank  you. 

Ms.  RoiSMAN.  May  I  say  three  things  quickly  about  costs?  First, 
the  public  housing,  the  conventional  public  housing  program,  is  the 
cheapest  program  we  have  got.  GAO,  everybody  who  has  studied  it, 
has  said  that.  Housing  is  expensive.  The  money  costs  money,  the 
land  costs  money,  the  labor  costs  money.  You  cannot  do  it  cheaply, 
but  the  cheapest  way  to  do  it  is  public  housing. 

Second,  on  the  operating  subsidy.  Something  like  60  percent  of 
the  cost  of  the  operating  subsidy  is  utility  expenses,  and  that  is  not 
because  consumption  has  gone  up.  Consumption  has  gone  down.  It 
is  because  of  what  we  have  all  experienced,  and  that  is  the  stagger- 
ing increase  in  utility  rates  all  over  the  country. 

I  forget  what  was  the  third  point  I  wanted  to  make  about  costs. 
But  on  the  issue  of  principle,  there  was  a  very  moving  column  in 
the  New  York  Times  in  December  of  last  year,  which  was  put  into 
the  Congressional  Record  by  Mr.  Levin.  And  he  quoted— that  is, 
the  Senator  quoted— from  John  Stuart  Mill.  And  if  I  may  I  will 
read  his  concluding  quotation  from  John  Stuart  Mill: 

Apart  from  any  considerations,  it  will  be  admitted  to  be  right  that  human  beings 
should  help  one  another,  and  the  more  so  in  proportion  to  the  urgency  of  the  ne^. 
The  claim  to  help,  therefore,  created  by  destitution  is  one  of  the  strongest  that 
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exists,  and  there  is  prima  facie  the  amplest  reason  for  making  the  relief  of  so  ex- 
treme an  exigency  as  certain  as  by  any  arrangements  of  society  that  can  be  made. 

I  know  that  Mr.  Gonzalez  saw  some  of  the  conditions  in  which 
farmworkers  live  on  the  Eastern  Shore.  I  frankly  do  not  remember 
if  anyone  else  here  was  with  him  then.  I  cannot  say  that  I  am 
pleased,  but  I  am  heartened  to  know  that  you  are  going  to  look  at 
public  housing. 

I  truly  think  that  when  you  have  seen  the  abysmal  conditions  in 
which  so  many  people  live,  entirely  without  fault  on  their  part, 
none  of  us  will  have  any  disagreement  about  basic  principles. 

Chairman  Gonzalez.  Thank  you  very  much. 

Mr.  Lowry? 

Mr.  LowRY.  Thank  you,  Mr.  Chairman. 

I  would  like  to  thank  the  witnesses  for  very  meaningful  testimo- 
ny. I  would  like  to  ask  two  questions  and  ask  you  both  to  address 
them. 

First,  what,  in  your  opinion,  is  the  best  way  to  approach  the 
energy  cost  utility  billing  proposals?  And  if  you  would,  relate 
within  that  the  energy-conservation  question,  the  incentives  to  con- 
serve. 

And,  second,  what,  in  your  opinion,  do  you  think  is  the  more  cost 
effective  expenditure,  public  housing  or  section  8  housing?  And 
could  you  give  some  historical  perspective  of  that,  as  if  we  were  to 
back  up  a  number  of  years  and  relate  today's  costs  to  the  invest- 
ments made  a  number  of  years  ago  in  comparing  public  housing  ex- 
penditure versus  section  8. 

Ms.  I>OLBEARE.  The  president  of  the  Seattle  tenants  union  is 
member  of  our  board  of  directors  and  was  telling  us  that,  after 
much  effort,  they  had  finally  gotten  the  power  company  out  there 
to  agree  to  make  a  survey  of  energy  efficiency  in  public  housing. 
And  they  were  all  advised  to  wear  turtleneck  sweaters.  That  is  not 
my  idea  of  an  efficient  way  of  approaching  the  energy-cost  prob- 
lem. 

But  it  does  seem  to  me  that  the  top  priority  really  ought — if  you 
can  choose  priorities,  a  major  priority  ought  to  be  to  retrofit  the 
subsidized  housing  projects  as  extensively  as  we  can  possibly  afford 
to  do  so.  I  think  there  is  no  argument  about  the  cost-benefit  ratio 
of  that  kind  of  retrofitting,  and  it  will  pay  for  itself  in  utility  costs 
over  a  relatively  short  timespan.  And  how  long  depends  upon  the 
inefficiency  of  the  project  to  start  with. 

Mr.  LowRY.  How  would  you  pay  for  that,  with  modernization 
funds? 

Ms.  DoLBEARE.  I  would  do  it  through  modernization  or  do  it 
through  an  up-front  grant.  I  understand  a  lot  of  communities  are 
using  community  development  funds  for  that,  because  the  modern- 
ization funds  are  inadequate.  But  I  certainly  think  that  it  would 
pay  for  itself  in  future  reduced  operating  subsidies  in  order  to  do 
that. 

Meanwhile,  however,  I  do  think  we  need  to  provide  the  operating 
subsidies.  There  are  tenants  who  will  pay  more  for  their  utilities 
than  they  pay  in  their  rents,  and  it  is  not  being  reflected  in  a  rent 
reduction.  And  there  are  tenants  who  cannot  keep  warm  in  subsi- 
dized housing,  and  I  think  we  would  all  agree  that  that  is  just 
plain  wrong. 
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I  think  one  thing  that  is  very  clear  is,  regardless  of  whether  it  is 
section  8  or  public  housing  or  236  or  whatever,  housing  that  has 
already  been  constructed  is  less  expensive  than  housing  which  is 
going  to  be  constructed  in  the  future  under  any  program.  So  that  if 
we  are  interested  in  minimizing  the  costs  of  housing  assistance,  it 
seems  to  me  a  very  major  priority  ought  to  be  to  retain  in  inven- 
tory— and  that  includes  the  HUD-held  and  HUD-owned  proper- 
ties— as  many  properties  in  the  subsidized  inventory  as  we  possibly 
can. 

And  I  would  urge  that,  instead  of  HUD  trying  to  dispose  of  subsi- 
dized projects  in  order  to  make  the  insurance  fund  whole  at  the 
highest  possible  price,  even  if  it  means  they  lose  their  subsidies, 
maybe  we  should  look  at  it  the  other  way  around  and  say,  are 
there  unsubsidized  projects  in  the  HUD  inventory  would/could 
more  efficiently  be  used  as  assisted  housing  than  replacing  it  in 
some  other  way? 

Traditionally,  public  housing  has  been,  I  think,  less  expensive 
than  section  8,  although  there  is  far  as  I  know  some  conflicting  evi- 
dence there.  I  think  it  is  quite  possible  that  there  are  instances, 
particularly  where  co-ops  and  neighborhood-based  organizations 
have  used  the  section  8  program,  where  they  have  been  able  to 
reduce  costs  below  public  housing. 

The  major  difference  in  costs  between  public  housing  and  section 
8  is  that  if  a  housing  authority  wants  to  keep  it — and  a  disturbing 
number  of  them  do  not  seem  to  want  to — at  the  end  of  the  30  years 
or  the  40  years  of  the  contract,  you  have  a  property  which  is  in 
public  or  nonprofit  ownership,  which  can  continue  to  be  used  for 
low  income  housing,  whereas  under  the  section  8  program  you  are 
paying  the  cost  of  financing  the  project  and  in  the  end  you  do  not 
have  a  project. 

Ms.  RoiSMAN.  I  agree  with  everything  that  Gushing  said  on  the 
question  of  energy  conservation.  I  would  add  two  things: 

First  of  all,  I  go  down  the  whole  spectrum  of  publicly  involved 
housing,  starting  with  the  housing  that  is  owned  by  HUD  and 
owned  by  Farmers  Home.  HUD  and  Farmers  Home  ought  to  be 
given  the  money  right  now  to  go  out  with  directions  to  retrofit 
every  unit  that  they  hold  title  to  or  that  they  control  as  mortgagee 
in  possession.  That  would  save  an  enormous  amount  of  money 
right  there. 

And  then  I  would  go  right  on  down  the  spectrum,  to  public  hous- 
ing, to  the  Farmers  Home-insured  housing,  to  the  FHA-subsidized 
housing,  and  then  to  the  FHA  insured,  the  so-called  unsubsidized 
housing.  If  all  the  housing  in  those  categories  were  retrofitted,  we 
would  save  an  incredible  amount  of  energy. 

On  the  cost-benefit  question  of  public  housing.  Gushing  said  this, 
but  I  am  going  to  repeat  it  because  I  think  it  is  really  crucial,  and 
that  is  with  public  housing  you  end  up  with  a  publicly  owned  asset. 
And  one  of  the  greatest  deficiencies  in  the  budgeting  system  that 
we  use,  that  the  country  uses,  is  it  does  not  have  a  capital  budget. 
So  that  the  fact  that  with  public  housing  you  end  up  with  a  public- 
ly owned  asset  that  is  very  valuable  never  shows  up. 

And  then,  in  addition,  I  agree  with  Gushing  that  we  ought  to 
take  every  piece  of  property  that  HUD  has  got,  or  that  Farmers 
Home  has,  or  that  the  VA  has,  that  is  good  for  housing,  and  put  it 


Digitized  by  VjOOQIC 


440 

to  serving  a  public  use.  It  ought  to  be  used  to  serve  the  lowest 
income  people. 

And  I  also  want  to  suggest  that  the  subcommittee  consider,  with 
respect  to  its  mortgage  assistance  program,  the  foreclosure  avoid- 
ance program  for  conventionally  financed  housing,  if  after  the  ad- 
ditional loan  has  been  made  to  avoid  foreclosure  U)reclosure  occurs 
in  any  event,  the  Government  ought  to  end  up  owning  that  hous- 
ing. I  would  like  to  see  the  people  who  lived  in  it  continue  to  live  in 
it,  but  when  they  are  finished  living  in  it  that  housing  ought  to  be 
used  for  a  public  purpose,  too. 

Mr.  LowRY.  Thank  you. 

I  will  just  make  one  comment.  I  really  agree  with  your  last  point. 
In  1970,  I  think  we  disposed  of  11,000  houses  in  Seattle  during  the 
Boeing  bust.  A  lot  of  them,  in  my  opinion,  essentially  were  given 
away  to  real  estate  speculators.  A  tremendous  opportunity  for  scat- 
tered housing  was  lost.  We  now  have  busing  and  other  problems.  It 
seems  to  me  that  we  really  gave  away  a  tremendous  asset. 

Now  we  may  have  another  opportunity  to  do  that  again  about  1 
year  from  now. 

Ms.  RoiSMAN.  I  think  there  is  a  real  opportunity  for  the  subcom- 
mittee. I  mean,  the  full  committee  is  considering,  everybody  is  con- 
sidering, relief  for  the  thrift  institutions.  I  will  put  this  idea  most 
baldly  and  I  know  that  it  needs  a  lot  of  refinement.  But  the  bald 
idea  is  that  the  way  that  the  bailout  ought  to  be  conducted  is  by 
buying  mortgages.  Let  the  Federal  Government  buy  all  of  the  4- 
percent  mortgages,  or  up  to  6  percent,  or  up  to  8  percent,  pick  a 
number. 

Buy  the  mortgages.  Let  HUD  or  some  Federal  agency  end  up 
owning  the  paper.  When  there  are  defaults,  let  there  be  forebear- 
ance,  and  workout,  and  let  everything  be  done  to  keep  the  people 
in  there  as  long  as  they  live.  But  once  the  life  estate  is  ended,  it 
will  be  a  federally  owned  property  that  can  be  used  for  Federal 
purposes. 

And  you  would  get  all  the  things  you  are  talking  about,  Mr. 
Lowry,  scattered  site  and  the  rest. 

Mr.  LowRY.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Lowry. 

I  saw  the  other  Mr.  Lowry,  No.  2,  but  I  guess  he  has  left. 

Well,  thank  you  both  very  much.  Once  again,  we  express  the 
deepest  gratitude  for  your  continuing  contribution  and  cooperation, 
not  only  to  the  subcommittee  but  to  the  cause  generally.  Thank 
you  very  much. 

Ms.  RoiSMAN.  Thank  you,  Mr.  Chairman. 

Ms.  DoLBEARE.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  We  have  the  second  panel  this  afternoon, 
and  we  are  equally  privileged  to  have:  Mr.  Harold  O.  Wilson,  the 
executive  director  of  the  Housing  Assistance  Council;  Mr.  Moises 
Loza,  the  vice  chairperson  of  the  National  Rural  Housing  Coalition; 
Ms.  Jeanine  Kleimo,  the  staff  director  of  Rural  America;  and  Mr. 
Martin  E.  Sloane,  the  executive  director  of  the  National  Committee 
Against  Discrimination  in  Housing. 

And  I  cannot  tell  you  in  words  how  gratified  I  am  to  see  you 
again,  each  and  every  one  of  you.  I  wanted  to  express,  because  this 
is  the  first  opportunity  I  have  had  since  last  autumn,  my  gratitude 
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to  Ms.  Kleimo,  who  has  done  great  work  in  the  rural  areas  of  our 
Nation — an  area  that  is  generally  not  as  visible  to  the  American 
public. 
Since  Mr.  Sloane  has  a  time  constraint  we  will  begin  with  him. 

STATEMENT  OF  MARTIN  E.  SLOANE,  EXECUTIVE  DIRECTOR, 
NATIONAL  COMMITTEE  AGAINST  DISCRIMINATION  IN  HOUSING 

Mr.  Sloane.  I  will  be  very  brief,  Mr.  Chairman. 

First  let  me  say,  I  agree  with  everything  that  Gushing  and  Flor- 
ence, two  old  friends,  have  said.  I  thought,  however,  it  was  impor- 
tant to  present  the  perspective  of  my  organization,  which  is  the 
National  Committee  Against  Discrimination  in  Housing. 

The  National  Committee  was  founded  in  1950  and  its  principal 
founder  was  Robert  C.  Weaver,  who,  as  you  undoubtedly  know,  was 
then  later  Housing  and  Home  Finance  Administrator  and  first  Sec- 
retary of  Housing  and  Urban  Development.  Dr.  Weaver  has  been 
president  of  our  organization  again  for  the  last  10  years. 

The  concern  of  the  National  Committee  is  with  housing  rights 
for  racial  and  ethnic  minorities,  housing  rights  in  the  sense  of 
decent  housing  in  locations  of  their  choice.  We  are  concerned  about 
the  housing  rights  of  lower  income  families,  for  one  thing  because 
the  organization  knows  that  racial  and  ethnic  minorities  are  dis- 
proportionately overrepresented  among  those  who  need  subsidized 
housing. 

Over  the  years  we  have  recognized  three  problems,  persistent 
problems:  One,  inadequate  volume  of  housing  to  meet  the  needs  of 
lower  income  families;  two,  lack  of  locational  choice,  largely 
through  suburban  veto  power  over  subsidized  housing;  and  third, 
plain  old-fashioned  discrimination  in  housing. 

These  three  problems  persisted  for  many,  many  years,  and  then 
came  1968,  a  marvelous  year  for  housing  and  for  fair  housing.  At 
least  three  significant  events  occurred  in  that  year: 

One,  Congress  passed  a  Federal  fair  housing  law  protecting 
against  discrimination  in  housing  in  virtually  the  entire  housing 
market. 

Second,  the  Supreme  Court  of  the  United  States  decided  Jones  v. 
Mayer  &  Co.,  holding  that  a  post-Civil  War  statute  passed  in  1866 
barred  all  racial  discrimination  in  housing,  private  as  well  as 
public. 

And  then  in  my  view  perhaps  the  most  significant  event  oc- 
curred— passage  by  Congress  of  the  Housing  and  Urban  Develop- 
ment Act  of  1968,  which  not  only  increased  authorization  for  public 
housing,  but  established  two  new  programs,  235  and  236,  programs 
of  homeownership  and  rental  housing  for  lower  income  families,  re- 
spectively. These  two  new  programs  were  capable  of,  and  indeed 
did  produce,  a  massive  volume  of  subsidized  housing  for  lower 
income  people.  Also,  these  programs  were  unique  in  that  they  were 
free  from  any  kind  of  government  veto. 

Congress  also  mandated  that  over  a  10-year  period  26  million 
units  of  housing  be  produced,  2.6  million  of  which  would  be  for 
lower  income  families.  In  fact,  for  a  couple  of  years  the  Nation  was 
meeting  that  mandate. 
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And  then  came  the  moratorium  in  1973,  which  ended  just  about 
every  subsidized  housing  program  we  had.  I  had  the  distinct  dis- 
pleasure of  participating  in  an  unsuccessful  lawsuit  challenging  the 
legality  of  that  moratorium. 

Where  are  we  now?  We  have  been  going  downhill  since  then. 
Right  now  the  administration  threatens  to  eliminate  virtually  all 
new  subsidized  housing  construction.  We  have  a  President's  Com- 
mission on  Housing  which  seems  to  be  taking  its  marching  orders 
from  the  administration  and  is  recommending  an  end  to  new  con- 
struction, as  though  there  is  no  need  at  all  anyplace  in  the  country. 

I  personally  have  had  some  dealings  with  the  President's  Com- 
mission, and  with  your  permission,  Mr.  Chairman,  I  would  like  to 
submit  for  the  record  an  exchange  of  correspondence  I  had  with 
John  C.  Weicher,  who  was  then  Deputy  Staff  Director  of  the  Com- 
mission concerning  two  principal  proposals  of  the  Commission,  one 
having  to  do  with  housing  vouchers  and  the  other  having  to  do 
with  permitting  municipalities,  if  they  chose,  to  use  community  de- 
velopment money  for  subsidized  housing.  And  with  your  permis- 
sion, Mr.  Chairman,  I  would  like  to  submit  this  for  the  record. 

Mr.  LowRY  [presiding].  That  will  be  submitted  in  the  record 
without  objection. 

[The  correspondence  referred  to  by  Mr.  Sloane  follows:] 
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THE  PRESIDENTS  COMMISSION  ON  HOUSING 

:    \     .-.sv,  ■    :-  ■'    "...  ■-'■■■   \ ::  <-.  *  ..':'"■•  •• 

-;     ':>/'^./^  ^   :>':;      ;.     i:-    iugost  24.  1981  'r  ^    : 

■*".■•*..       '•       "1  .  *.'•'      .4.'  .  '    '  ..      .-••'     .'  i'.*- '   '.'.*  v .  •*  •^•V.'-     ^    • 

Mc.  Hnrtin  Sloane     *  ,  •     •'  ^l  y    ^'^:   '   •' ^'    . ".  •:v  :v-^^ '■.•^:• '^"v' 

Jetlng  Executive  Director  ''  ~     ;.  *.     .'.  •.:'»V'''V    .  •    V    '    • 

ItatlMUil  Coomittee  Against  Dlscrlainatlon  .\  •*  ;/  ,  /  ;! '   y.^V./.i-  .;,  ;** 

in  Bousing,  Inc. .-  .•••--—..' ^ '.;^-'*  .•-::^  .-- •*^r..-.."-.  v 

1425  R  Street,  M.W.  .     :..    r"^;       --^::.  ...:::-^  ^-.:rv.    .  . "ii.:,.:  .:^,  :•:.- 

VBshingtoQ,  D.C.     20005  ^-    '■   j[  r  ^^'i-A   '•'^     ';V* «:'.'•*■     \' 

Dear  afr..81oane:  '""•■''•'        .:'',     ''^-'       '^ '•'■!  "^ -i^-'^r 

V'^''  '  The  President's  Coanlsslon  on  Rousing,  as  part  of /its  mandate  from  the 
yrmsident,  is  evaluating  the  current  subsidized  housing  programs  for  low- 
end  moderate- income  households,  and  considering  alternatives  to  these  programs. 

*Qba  such  alternative  ±b   a  housing  voucher  system,  perhaps  similar  to  the 
present  Section  8  Existing  Housing  Program,  or  the  Experimental  Housing  Allov- 
cnca*  Another  is  a  housing  block  grant,  which  might  be  analogous  to  the 
Ooimmmlty  Development  Block  Grant.  As  part  of  our  consideration  of  these 

:^ alternatives,  we  are  concerned  with  their  possible  implications  for  the  housing 
of  minorities.  Ve  would  be  most  interested  in  receiving  the  views  of  70U  and 
joor  organization  on  this  subject. 

.'  -The  next  full  meeting  of  the  Commission  will  be  on  September  15,  and  we 
anticipate  that  subsidized  housing  programs  will  receive  attention  at  that 
'  aaeting.  It  would,  therefore,  be  most  helpful  to  us  if  we  could  receive  a 
;  Vrltten  response  by  September  11,  which  could  then  be  distributed  at  the 
'  Oomsd^sion  meeting.  Ve  realize  that  this  is  a  very  short  time,  and  will  be 
aoat  grateful  for  whatever  information  you  can  provide  by  then.         .  .  ' 

' '«   Ve  are,  of  course,  also  interested  in  your  thoughts  on  any  of  the  Issues 
being  considered  by  the  President's  Commission  on  Housing,  but  these  are  being 
eddressed  on  a.  longer  schedule. 

J"'   '•    *-''*.'-.    '^.^:    \    '    •  .'.'    ^      -Sincerely,       '      ■  ■  ^'   ;  ^,'.';.n  " 

V-;*;.  r>  '  -.  :  "^i-   •^.--   /^  .;  ;.  ^ohn  C.  Welcher  ".  :   •■:. 

"'•*•••.*,'  -..^  '  ^f    y\,        .  .'    .  •'.    Deputy  Staff  Director        .  -• 


ee:  Samuel  Jackson 


A,teci(SonPlaco.N.W.  Washington.  D.C.  20503  .  .^w>%  «>««  con 
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NATIONAL  COMMITTEE  AGAINST  DISCRIMINATION   IN   HOUSING.  INC. 

142S  H  Street  N.W^  WaahlnQton.  DC  20005  •  (202)  783-81 50 

,    »  .  .    .     ■    ■  September  9,  1981 


Up.  John  C.  Welcher 

Deputy  Staff  Director  • 

The  President's  Commission  on  Housing  •  f-'  *•  * 

730  Jackson  Place,  N.W. 

Washington,  D.C.   20503 

Dear  Mr,  Yeicher:  ■  i.    ■:' 

Thi«  Xb   In  response  to  your  recent  letter  requesting  our 
vlervfi  on  certain  alternatives  to  current  subsidised  hOUftlnK 
programs  for  low-  and  moderate -income  households,  under  con- 
sideration by  the  President  3  Conmissioa-  The  specific  alter-^ 
natives  mentioned  in  your  letter  are:  a  housing  voucher  sys- 
tem*  perhaps  similar  to  the  present  Section  d  ^xistln^  Housinit 
Progrnm,  or  the  Experimental  Housing  Allowance;  and  a  housing 
block  grant,  which  might  be  analogous  to  the  Community  Develop-^- 
ment  BlocX  Grant. 

HCDE  is  a  private  fair  housing  organization,  founded  in 
1950,  and  dedicated  to  the  goal  of  achieving  equal  bousing  op- 
portunity in  fact  as  well  as  in  legal  theory.  The  ma^Jor  emphasis 
of  OUT  vork  over   the  years  has  been  to  secure  free  housing  choice 
for  all  Americans  pnrtlc^larJy  racial,  aiid  ethnic  minorities,  who 
historically  have  been  subjected  to  a  variety  of  forms  of  housing 
discrimination   Our  proe:rams  and  activities  have  included 
research  into  the  extent  and  onuses  of  housing  discrimination; 
program  services  to  assist  fair  housing  groups  working  at  the 
local  and  metropolitan  area  levels  in  the  cause  of  fair  housing; 
public  Information  to  inform  those  with  a  special  interest  In 
fair  housing,  and  the  public  generally,  of  current  developments 
■In  the  effort  to  achieve  equal  housing  opportunity;  and  fair 
housing  litigation  aimed  at  utilizing  the  courts  and  other  legal 
forums  to  secure  strong  enforcement  of  fair  housing  laws* 

Xn  the  course  of  its  worV^  NODI!  has,  of  course,  sought 
to  deal. forcefully  with  problems  of  overt  discrimination  by 
the  private  housing  and  bone  finance  industry.  We  also  have 
sought  to  deal  with  more  subtle  problems  of  houying  discrim- 
ination, particularly  those  which  stem  from  actions  of  govern- 
ment at  all  levels— local,  state,  and  federal.   In  this  con- 
jiection,  we  necessarily  have  been  concerned  with  the  operation 
of  federally  subsidized  housing  programs.  As  you'are  undoubtedly 
aware,  racial  and  ethnic  minorities  are  dispvoportionately 
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Letter  to:  Ifr.  Yelcher 
September  9,  198X 

*•      .•■'•* 

Pages  .^   .^  ...      •<••■■  -     '   '*        ■.'•'.■'■/'■■'-'■.:■*•■" 

•   *"  '  .      •,   . 

Thas  In  a  recent  case  in  which  NCDH  served  as  legal  counsel, 
CoalltloTL  jj>r  Block  Cririt  CompIJEince  v.  EPD,  450  F.Supp.  43 
tB»D»  llictL~^97e),  the  t±ty  of  Livonia, ^chigan,  sought  to 
satisfy  its  bousing  a^&lstance  obligations  solely  through  use 
of  exist ing  bousing  In  ttie  community.   The  vacancy  rate,  how- 
ever, itfAS  nearly  zero  and  the  court  properly  rejected  the 
city  8  proposal.  •    •   . 

Obviously  in  tight  housing  markets ,  the  eAiphasis  must  be 
'on  new  construction  and  rebabilltation  of  substandard  housing. 
In  a  tight  housing  market  neither  housing  vouchers  nor  any 
other  system  that  forces  Icwer-^inconie  families  to  compete 
with  others  who  have  greater  economic  resottrcea  can  work   The 
•  only  solutions  are  either  substantially  to  Increase  ^he  supply 
of  housing  to  the  point  where  there  are  sufficient  housing 
units  to  meet  the  total  demand  or  to  provide  acconunodations 
specifically  set  aside  for  those  who  qualify  in  terms  of  need. 

*  '  "-.In  addition,  analysis  of  vacancy  rates  roust  be^  in  terms 
-of  the  needs  of  the  families  to  be  served  aj)d  on  a  unit-size 
basis   TbuB,  vacancies  limited  to  efficiencies  or  one-bedroom 
apartments  will  not  adequately  serve  the  needs  Of  families  with 
^wo  or  more  children^   Accordingly,  an  analysis  of  vacancy  rates 
must  talte  Into  account  the  type  and  size  of  bousing  needed. 
A  housing  voucher  system  should  not,  therefore,  be  routinely 
approved  on  a  nationwide  basis,  but,  rather  on  an  are^by-atea 
basis  after  consideration  of  the  availability  of  units  adequate 
to  eerve  the  families  in  need.   Such  a  sy&tem  must  also  be  tied 
to  a  vigorous  national  program  of  new  construction  and  rehabili- 
tation. 

'Second,  a  housing  voucher  system  can  enhance  free  housing 
choice  only  if  the  housing  market  is  truly  open  and  free  from 
discrimination.  This  involves  at  least  two  major  elements. 

~The  first  element  is  elimination  ot  various  forms  of  housing 
discrimination  in  the.cixea.   Our  experienccr  has  shown  that  hous- 

*ing  discrimination  remains  a  major  problem  in  American  society. 
In  1978,  10  yenrs  after  enactmert  of  the  Fcd-ra.1  Fair  Housing 
Iaw,  HCDH,  under  TOntract  with  tlUD  undertook  a  Housing  tlarketln^ 
Practices  Survey  lo  deteriniuo  the  existence  an*  extent  of  racial 
discriminaiiun  m   the  private  housing  marKct   The  results  of 
that  survey  prepared  and  published  by  HUD,  showed  that  if  a 

-black  hnmeseekor  were  to  contact  four  rental  offices  or  four 
brokers,  as  is  often  the  caiie  In  shopping  for  housing,  the 
probability  of  that  person  encounter lrig_dtscrtnii-na t ion  urou Id  — *- 

'T>e*"T5  percent  *  in  ihe  '  rcntal'market  tnd  62  porcent  in  the  sales 
■arket.   (HUD,  »cisurl_n'?_i^iLCi,:il^Di_^crimii}ation  In  Atnorlcn.n 
Bousing  Markets:  Tho  Ilouiiing  Uarket  Practices  Survey,  Ajjril  1979.) 
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Intter  to:  Mr.  Weiclier 
8«pteilber  9,  1961 

-■.-'-'  ■*"-*  .-  i  '  '  • 

*  Baeial  steering,  vhich  the  HOD  report  did  not  take  into 
-  mccouat,  is  of  special  laportmce  Jor  purposes  of  effective 
.operation  ot   a  housing  voucher  srstera   As  you  CEin  appreciate, 
'If  raclaJ.  miJioritiea  are  steered  exclusively  to  ar^as  of 
■inority  concentration,  the  ejcercise  of  Tree  bousing  choice* 
:  'theorcticaliy  inherent  io  the  bousing  vovcher  systea,  is 

only  illusory.   Accordingly ^  as  a  precondition  to  Authorizing 
.  use  of  a  housing  voucher  system  in  any  area  HUD  must  ifisl«t 
.  on  effective  state  or  local  fair  housing  law*  and  (oust  Itself 

be  prepared  to  place  special  emphasis  on  fair  housing  enforce- 
.  ■ent  Id  that  area.   This  would  require  not  only  increased  HDD 
'  tmlT   housing  enlorcement  activity,  but  a  similar  coircnitraent 
:  trom  the  Department  of  Justice  and  close  cooperation  ivith 

private  fair  housing  organ! stations  capable  of  monitoring  com- 
:'  pliance  with  fair  boosing  laws. 

Beyoftd  this,  it  is  essential  that  full  information  he  pro- 
-';.  Tided  to  eligible  low-  and  moderate-incomo  families  concerning 
~;.':  locations  and  types  of  housing  available  to  them   Abser^t  this, 
--"7  eligible  f  unilies  may  well  be  relegated  to  Inadequate  housing 
tr.  •  tn  ghetto  areas*   Toumay  recall  that  a  1971  Report  of  the     • 
i    ^V*Br   Commission  on  Civil  Rights,  which  analyzed  the  racial  and 
^ /"[^ethnic  impact  o*  the  Section  235  Program  of  Home  Ownorship 
,.  'for  Lover-Income  Families,  doctunented  that  eligible  minority 
*   families  who  utilized  the  existing  housing  part  of  the  program 
^'     were  victimized,  in  large  part  because  of  a  lack  of  information 

-  on  the  availability  and  location  of  eligible  housing. 

i.      To  meet  this  problem,  RUD  must  ensure  that  full  information 
cm  the  location  and  types  of  housing  is  made  available  to  eligible 
households.  The  services  of  private  fair  housing  centers  in  these 
cities  and  metropolitan  areas  should  be  utilized.  Many  such  cen- 
,ter&  are  already  in  existence  and  have  had  experience  in  pro- 
▼iding  counseling  referral,  and  other  necessary  services.  Funds 
8liould  be  made  available  to  these  centers  to  increase  their  ef- 
fectiveness.  In  areas  where  such  centers  Ao   not  yet  exist,  HUD 
should  support  efforts,  in  cooperation  wi^K  local  and  national 
."^  civil  rights  and  civic,  organic:  At  ions  housing  industry  represen- 
tatives, and  state  and  local  ^nv^r^'^^T^^_    -^%fficials  to  establish 

-  .  them.  Funds  should  be  made  available  to  assist  in  organizing 
theso  new  centers  and  developing  necessary  expertise  to  provide 
•these  needed  services. 

Xn  short,  without  these  essential  safeguards,  NCDH  firmly 
believes  that  institution  of  a  housing  voucher  system  inevitably 
will  intensify,  rather  than  reduce,  existi)jc:  patterns  of  residential 

—  •"■segregation"  and' present' -additional' obstacles-  to-  equal-  housing 

opportunity.   It  also  will  fail  to  augment  to  the  maximum  degree 
the  volume  of  standard  housing  available  to  minorities. 
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tetter  to:  Mr.  Weicher 
tepteniber  9,  1981 
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^ooalntt  Block  Grgats  ;  .y         ,  %.       .'.. 

.,  .   ■  •     V      .  •  .  .-vv  •;  ^■•- ■- "^v::*  V  ■•  •  .  '.•.):.' y'.'.^  '.-/ ' 

The  precise  nature  of  the  hou&ins  block  grant  alternative 
mnder   cone i deration  by  the  Commission  is  by  no  means  clear.  . 
'Tb  the  extent  this  alternative  would  involve  bousing  block  grants 
,to  individual  local  Jurisdictions  however,  NCDK  has  strong  objec- 
tions to  it   Under  such  an  alternative,  the  decision  on  the  location 
Of  subsidized  housing  the  type  ot   cuch  housing  that  would  be  pro- 
dded—-indeed ,  the  decision  on  whother  to  permit  subsidized 
Ikousing  at  ftll — would  be  made  entirely  by  each  locality   This 
voiild  be  a  de  facto  evasion  of  HUD  s  responsibilities  under 
tbs  Pair  Housing  Title  of  the  Civil  Rights  Act  of  1968. 

.  Our  concern  is  that,  \inder  the  housing  block  grant  alterna- 
tive r  the  decisions  on  subsidized  housing,  delegated  to  local 
^urlsdlctionB,  necessarily  would  be  made  solely  on  the  basis  of 
tho  perceived  self-interest  of  the  individual  locality,  with- 
•^.out  specific  regard  for  tho  welfare  of  the  families  in  need  or 
■  lor  the  social  and  economic  well-being  of  the  metropolitan  area- 
This  result  would  be  inevitable   Even  with  tho  best  of  good  wilX 
a^  individual  locality  would  have  little  alternative  other  than 
to  look  out  for  its  own  perceived  self  interest   for  fear  that 
;Beeative  decisions  by  its  sister  municipalities  in  the  same  metro- 
[  polltan  area  would  result  in  inundation  of  subsidized  bousing 
'  Vtthin  its  borders,  •  .  ^ 

Experience  under  the  Housing  and  Comnunity  Development  Act  '. 
demonstrates  the  point.   Under  that  legislation »  each  applicant 
vnoicipality  prepares  its  own  I]ousing  Assistance  Plan,  including 
Un.   estimate  of  its  housing  assistance  needs  and  goals.   Through 
our  research  and  invest ign^t Ions  it  is  clear  that  many  suburban 
municipalities  grossly  underestimate  thi^ir  bousing  assistance  need. 
Moreover,  they  tend  to  limit  that  need  almost  entirely  to  the 
•Iderly,  to  the  exclusion  of  families. 

ihvLS   the  locallty-by-locallty  approach  to  bousing  block 
grants,  it  seems  to  us,  makes  no  ratlcnal  sense  and  can  only 
exacerbate  the  problems  of  racial  and  econontic  stratification 
within  our  metropolitan  areas.   It  can  do  little  to  etihj.nce 
fcobi  L  ]  '  -  fcir  lower- in coiRe  f^^milies  and  would  inevitably  undermine 
•Iforts  toward  raticfinl  development  of  metropolitan  areas   Eligible 
iamilies  would  be  limited  in  their  choice  of  housing  to  localities 
that  have  determined  to  apply  for  housing  block  grants  and  in  areas 
that  the  localities  hava  designated  for  subsidized  housing. 

In  additiout— pjeactlcrLL- ^consider xtJ.Qns.,.  such- jusi  ACQesslbiHiy_j;o  '. 
centers  of  cnoloyraent  in  tho  metropolitan  area!,  are  unliktly  to 
play  a  significant  role  in  tho  location  of  subsidized  housing. 
Local  jurisdictions,  particularly,  central  cities,  in  which  lower- 
income  familios  are  already  concentrated  and  where  the  need  for 
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— ibeidlred  iKMising  is  percviT«d  as  greatest,  are  the  ohes 
■ost  likely  to  seek  subs^ac^al  hoosing  block  grants.   By  the 
•aae*  token*  local  JurisjiictlODs,  particularly  suburbs,  vhere 
there  is  little,  if  wit,  subsidized  fcotJsitT  :..   .    xely  to 
perceive  any  significant  need,  even        -^zy  ol    i^ese  localities 
rare  in  eisy  t^s.^"^   z*   centers  o  r:::^  or  other  eoploYx^^at 

^Xofr^hlcti  rclativei}  ; , —  *^_  ,.._.       readily  ^.ili^r* 


the  traditional  systea  by  vhich  subsiTdized  housing 
r  is  produced,  eany  loca^lltles  have  exercised  l&iiire«^t  control  over 

Tbet^er  and  vhere  s^ab^idired  bocsiog  can  be  built  throug!i  refusal 
..to  Blga  requisite  ccK?per4Ltion.  agrecMcnts  nanipalatloa  oZ   land 
.use  authority »  and  the  like  WCBtt.    skmi?  other  tkriimte  orF^nl^atlons, 

a«  veil  a$  the  U.S.  Departeeut  of  Aistice,  bas  been  torcod  tine 

aad  again,  to  institute  litigation  ch^llcn^in^  the&e  exercises 
,  «f  indirect  control  an   grt^unds  that  they  re^rcse^it  efforts  to 

erolude  or  confine  racial  viinoritles.  The  recent  Federal  court 
•  decisions  InTolving  Black  Jack,  3£issoarl  and  P^riaa  Ohio  among 
/Other  suburban  localities,  are  only  a  surface  refloctioTi  of  the 

eerlous  problen  of  racial  exclusion   Dnder  boueing  block  grants, 
'.  Xocal  control  over  subsidized  bousing  vould  b«  direct  ^nd   the 

problems  of  racial  and  ecoooctlc  exclusion  and  confinement  vould 
'  necessarily  be  <XBf>oiinded 

This  is  not  to  say  that  the  traditlOTi:il  system  by  vhich 
deeieions  on  location  and  access  *'^   ^'^'^^?dizGd  housing  are  made 

.  ie  flaifless  or  that  the  concept  of  housing  block  gr^u^ts  is 
without  merit   What  is  needed,  in  our  viev,  is  a  RLechaaism  by 

'.vhich  these  decisions  vlll  be  maUt^  on  an  objective,  non-parochial 
basis  that  vill  serve  the  realistic  bousing  needs  of  lo^er- 

-  Isc^we  families  enhajice  tbelj^  mobility,  iLQd  contribute  to  the 
orderly  social  and  etiononic  growth  of  the  entire  metropolitan 
area.  An  essential  element  must  be  a  metropolitan-wido  perspective. 

-  iBdeed,  the  importance  of  such  a  perspc^ctlve  was  recognized 
..la  IdTl  througli  Ic^lsl^Ltico  introduced  in  Coricress   This  legis- 
lation provided  for  the  iLllocailon  of  subsidized  housing:  units 
-^throughout  m^tropolit^  arr.-_r  -  -  the  basis  of  long-rango  plans, 
established  by  metropolitan  housing  agencies  taking  into  account 
•och  rational  factors  as  the  location  of  Jobs. 

We  are  convinced  that  the  necessary  me tropoli tan-wide  per- 
spective to  subsidized  housing  is  an  essential  element  in  any 
boosing  block  grant  program.   Although  we  are  not  wedded  to  the 
specific  provisions  of  that  bJill,  we  firmly  oeiicv^.^  lj.ii  a  metro- 
politan approach  to  housing  block  grants  is  a  necessary  prerequi- 
site. •  .     -  •  -   - 

We  hope  these  comments  will  be  of  help  to  the  Commission* 
in  its  Important  deliberations. 


Sincerely  i 


Martin  E.  STloane 

Acting  Executive  Director 


u   Kent  W.  Col ton 
Samuel  Jackson 
: ;B6bert  C*  Weaver 
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NATIONAL  COMMITTEE  AGAINST  DISCRIMINATION   IN    HOUSING,  INC. 
1425  H  Street  N.W..  Washington.  DC  20005  •  (202)  783-8150 

September  28,  1981 


John  C.  Welcher  .  .  ' 

The  President's  Commission  on  Bousing 
730  Jackson  Place,  N.W. 
Washington,  D.C.  20503 

Dear  Mr.  Weichert 

we  wish  to  thank  you  and  your  associates  for  meeting 
vith  us  on  September  22,  1981  and  for  spending  as  much 
time  as  you  did  with  us.  We  also  appreciate  the  candor 
vith  which  you  responded  to  our  questions  and  discussed 
the  issues  of  concern  to  us. 

The  views  expressed  in  Mr.  Sloane*s  letter  to  you 
on  September  9,  1981  reflect  the  position,  not  only  of 
WCDH,  but  also  of  virtually  all  fair  housing  centers 
around  the  country.  At  our  meeting,  you  indicated  that 
the  Committee  is  leaning  toward  a  housing  voucher  alter- 
native to  existing  subsidy  prograims.   Although  the  precise 
nature  of  the  housing  voucher  alternative  is  unclecir,  we 
wish  to  re-emphasize  t:he  essential  safeguards  that  cire 
necessary  in  any  such  system.  The  following  briefly 
sunmarizes  the  views  we  expressed  at  our  meeting  with  you. 

First,  a  housing  voucher  system  must  be  tied  to  a 
vigorous  national  program  of  new  construction  and  sub- 
stantial rehabilitation.  Otherwise,  the  inevitable  result 
is  likely  to  be  inflation  in  the  cost  of  housing  in  areas 
vith  tight  housing  markets  and  no  increase  in  mobility  for 
i4.nority  families.  A  mere  •'starndby"  program  of  multifamily 
rental  subsidy  housing  is  simply  not  adequate. 

Second,  a  housing  voucher  system  should  only  be  allowed 
to  operate  in  areas  where  there  is  assurance  of  effective  en- 
forcement of  strong  fair  housing  laws  at  the  local,  ?tate 
and  federal  levels. 

Third,  steps  must  be  taken  to  assure  that  eligible 
families  -  paurticularly  minority  families  -  are  fully 
apprised  of  their  rights  under  the  housing  voucher  system 
and  of  their  rights  under  fair  housing  laws.  This  should 
include  guidance  as  to  how  and  where  to  file  complaints 
in  the  event  they  suspect  discriminatory  treatment. 


MCON  n  A  rUMXtV-tUPfOIVTEO  OMOANIZATION.  AND  CONTftlSUTlONS  AME  TAX  0C0UCTI8LI. 
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Fourth,  steps  must  be  taken  to  assure  that  eligible 
fanilies  -  again,  particularly  minority  families  -  are 
afforded  full  information  on  the  locations  and  types  of 
bcmaing  avail 2U3le  to  them.  This  should  include,  at  a 
■inimum,  the  provision  of  counseling  and  referral  ser- 
irloea.  As  you  are  aware  from  our  meeting,  various  fair 
bcmsing  centers  around  the  country  have  had  substantial 
ajqperience  in  providing  precisely  this  kind  of  service. 

Again,  we  wish  to  express  our  appreciation  for  your 
taking  the  time  to  explore  with  us  these  important  matters. 
Wa  hope  our  expression  of  views  will  be  of  assistance  to 
ycm  and  the  Committee  in  its  deliberations. 

Sincerely, 

Lee  Poirter,  Executive  Director 
Director,  NCDH  Fair  Housing  Council  of  Bergen 

County 


Jttnea  Harvey,  Executive  Oirec-      ffanet  Hansen,  Executive  Director 
tor.  Metropolitan  Washington       Suffolk  Housing  Services 
Planning  and  Housing  Associ- 
ation 

Barbara  Wurtzel,  Executive  Di^ec- 
tbr.  Housing  Opportunities  Meuie 
MBS/db  Bqual 

oos   Samuel  Jackson 
Edward  Brooke 
Carla  Hills 
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Mr.  Sloane.  I  did  want  to  say  something  about  the  chairman's 
bill.  We  at  NCDH  are  firmly  in  support  of  that  bill  insofar  as  it 
supports  new  construction  of  housing.  I  do  agree  with  Gushing  Dol- 
beare  and  with  Florence  Roisman  that  more  emphasis  should  be 
put  on  construction  to  meet  the  needs  of  lower  income  families, 
and  I  do  not  think  there  is  enough  in  the  bill  on  that. 

There  is  one  other  problem  and  I  will  just  close  with  this,  which 
is  that  there  is  no  focus  on  a  metropolitan-wide  approach  to  the 
housing  that  will  be  produced  under  the  program.  This  has  been  a 
very  severe  problem  in  our  experience  over  the  years  and  we  think 
some  additional  thought  and  some  changes  ought  to  be  made  to 
provide  that  metropolitan-wide  focus. 

Thank  you,  Mr.  Chairman. 

Mr.  LowRY.  Thank  you,  Mr.  Sloane. 

Ms.  Kleimo?  I  am  sorry.  Did  the  chairman  say  a  different  order 
in  which  to  take  the  people? 

Mr.  Wilson.  I  do  not  think  it  matters,  Mr.  Chairman. 

Mr.  LowRY.  I  sat  down  just  as  he  was  talking. 

Mr.  Sloane.  It  was  just — the  chairman  asked  whether  anybody 
had  to  leave  quickly  and  I  did.  That  is  why  I  went  first. 

Mr.  LowRY.  Thank  you  very  much  for  your  testimony,  and  it  will 
be  in  the  record.  Thank  you. 

Ms.  Kleimo? 

STATEMENT  OF  JEANINE  KLEIMO,  STAFF  DIRECTOR,  RURAL 

AMERICA 

Ms.  Kleimo.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  Mr.  Gonzalez  for  his  earlier  very  kind  re- 
marks. Thank  you  for  the  opportunity  to  participate  in  these  im- 
portant hearings,  and  for  the  work  that  the  staff  of  the  subcommit- 
tee has  done  on  this  issue  of  such  importance  to  all  of  us. 

The  chairman  and  the  subcommittee  are  also  to  be  commended 
for  rejecting  the  administration's  proposal  to  terminate  the  Federal 
role  in  housing  through  the  Gonzalez  bill. 

We  believe  that  the  national  goal  of  a  decent  home  and  a  suit- 
able living  environment  for  every  American  family  has  been  nei- 
ther repealed  nor  achieved,  and  clearly  cannot  be  achieved  without 
Federal  activities  supplementing  and  complementing  the  private 
sector. 

Rural  areas  have  a  special  stake  in  this  Federal  role,  because 
they  have  a  disproportionate  share  of  bad  housing  and  at  the  same 
time  less  than  an  equitable  response  by  the  private  sector.  Rural 
areas  have  29  percent  of  the  Nation's  population,  but  40.9  percent 
of  the  Nation's  bad  housing — a  total  of  1.9  million  substandard 
housing  units.  And  we  estimate  that  20  percent  of  Federal  housing 
support  goes  to  rural  areas. 

The  disadvantaged  situation  of  rural  areas  has  some  general  as- 
pects, one  of  which  I  would  like  to  deal  with  here,  that  of  Federal 
credit.  I  would  also  like  to  touch  on  a  couple  of  programs  that  the 
Federal  Government  currently  has  for  farmworker  housing  and 
self-help  housing,  and  I  would  like  briefly  to  discuss  the  problem  of 
mortgage  delinquencies  and  foreclosures  in  rural  areas,  as  well  as 
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giving  you  some  examples  of  the  impact  of  the  shortage  of  credit 
for  rural  housing  development. 

As  part  of  my  testimony,  which  I  would  like  to  submit  for  the 
record,  I  would  also  like  to  submit  a  paper  which  we  just  complet- 
ed, which  is  entitled  "The  Geography  of  the  Rural  Credit  Gap:  Per 
Capita  Deposits  as  an  Indicator/'  This  research  affirms  our  general 
notion  that  credit  is  more  difficult  to  obtain  in  rural  than  in  urban 
areas.  And  I  would  like  just  to  highlight  certain  information  from 
this  paper  at  this  time,  and  will  not  go  into  the  extended  charts 
showing  per  capital  deposits  by  State  and  things  like  that,  which 
you  can  refer  to  later. 

There  is  general  agreement  that  credit  is  more  difficult  to  obtain 
in  rural  than  in  urban  areas.  There  is  a  recent  study  financed  by 
the  Economic  Development  Administration  entitled  ''An  Empirical 
Analysis  of  Unmet  Demand  in  Domestic  Capital  Markets  in  Five 
U.S.  Regions,"  which  concluded  that:  "It  is  consistently  more  diffi- 
cult to  obtain  intermediate  and  long-term  credit  in  rural  areas 
than  in  suburban  and  city  locations.'' 

Other  evidence  of  this  fact  includes  such  indirect  indicators  as 
the  relative  level  of  deposits  in  banks  and  savings  and  loans.  Since 
these  are  major  sources  of  credit  for  residential  finance  and  for 
small  business,  their  magnitude  can  serve  as  an  approximate  meas- 
ure of  relative  credit  resources.  Obviously,  this  is  not  an  exact 
measure  since  banks  and  savings  institutions  are  not  the  only 
sources  of  credit  and  due  to  the  crossflows  of  credits  between  insti- 
tutions and  across  geographical  lines.  We  feel  that  the  figures  that 
we  have  here  to  share  with  you  are  valid  in  understanding  this 
issue. 

As  our  figures  show,  nonmetropolitan  areas  have  27  percent  of 
the  Nation's  people,  but  account  for  only  19  percent  of  the  deposits 
in  banks  and  savings  and  loans.  Deposits  per  capita  in  nonmetro 
areas  are  only  65  percent  of  those  in  metro  areas.  The  median  level 
for  the  44  States  with  precise  data  is  79.9  percent  of  nonmetro  de- 
posits per  capita — nonmetro  deposits  per  capita  are  less  than  four- 
fifths  the  metro  level. 

The  only  five  States  in  which  nonmetro  deposits  are  as  large  as 
metro  deposits  are  Rhode  Island  and  four  farm  States,  Nebraska, 
Kansas,  Iowa  and  Washington. 

The  $1.8  trillion  in  deposits  works  out  to  an  average  of  $7,751  per 
person.  These  potential  credit  resources  are  far  from  evenly  divided 
geographically.  The  range  was  from  a  low  of  $3,361  per  capita  in 
the  nonmetropolitan  areas  of  South  Carolina  to  $17,891  in  the  met- 
ropolitan areas  of  New  York. 

It  is  precisely  because  of  this  credit  gap — the  lack  of  sufficient 
financial  resources  on  the  part  of  local  or  other  accessible  lenders, 
that  the  Farmers  Home  Administration  was  established — As  the 
lender  of  last  resort  for  rural  areas  and  small  towns,  any  credit  it 
provides  certainly  does  not  compete  with  that  of  private  lenders, 
but  rather  is  available  to  those  in  need  of  adequate  and  affordable 
housing  who  cannot  obtain  financing  from  private  sources  of  credit. 

The  rural  housing  strategy  study  done  by  the  Farmers  Home  Ad- 
ministration in  1975  found  that  17.4  percent  of  the  outstanding 
mortgages  on  single  family  housing  in  the  most  rural  counties— 
that  is,  those  with  no  towns  of  2500  or  more — ^were  Farmers  Home 
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insured.  In  other  nonmetro  counties,  Farmers  Home  Administra- 
tion accounted  for  only  6.6  percent  of  outstanding  mortgages. 

Farmers  Home  held  or  insured  mortgages  of  $3.8  billion — excuse 
me.  The  data  that  we  have  provided  here  we  believe  alone  refutes 
the  argument  that  Farmers  Home  credit  operations  have  a  major 
adverse  impact  on  financial  markets.  However,  in  addition  we 
would  like  to  offer  some  relevant  statistics  from  the  most  recent 
data  available,  the  Federal  Reserve  bulletin  of  January  1982.  This 
shows  that  in  fiscal  year  1981  there  was  a  net  increase  in  Farmers 
Home  held  or  insured  mortgages  of  $3.8  billion,  for  a  total  out- 
standing as  of  the  end  of  September  1981  of  $38.1  billion. 

Nevertheless,  Farmers  Home  accounted  for  only  11.7  percent  of 
the  increase  in  all  federally  regulated  mortgage  debt  and  only  13.6 
percent  of  the  outstanding  total.  This  Farmers  Home  figure  repre- 
sents only  3.4  percent  of  the  increase  in  total  mortgage  debt  during 
the  year  and  only  2.5  percent  of  the  total  outstanding  at  the  end  of 
the  period. 

But  perhaps  most  significant,  the  increase  in  Farmers  Home-re- 
lated mortgage  debt  was  the  equivalent  of  about  three-fourths  of  1 
percent  of  all  funds  raised  in  U.S.  credit  markets  in  the  last  year. 

To  illustrate  the  lack  of  credit  faced  by  nonmetropolitan  commu- 
nities, I  would  like  to  share  with  you  some  recent  experience  from 
Texas,  and  I  regret  that  Mr.  Gonzalez  is  not  here  to  hear  this.  TTie 
Texas  State  Housing  Finance  Agency  proposed  a  bond  issue  in 
which  a  proportion  of  the  loans  would  be  made  to  rural  and  other 
nonmetropolitan  banks  for  home  mortgages  outside  of  the  State's 
largest  cities.  When  the  Housing  Finance  Agency  went  to  the  bond 
market,  they  were  shocked  to  meet  with  such  resistance  to  their 
proposal  from  underwriters. 

Here,  in  a  loans-to-lenders  program  in  which  a  State  attempted 
to  stimulate  its  own  nonmetro  lenders  and  housing  industry,  credit 
barriers  were  such  that  rural  and  small  town  people  were  prevent- 
ed from  maximum  benefit.  This  is  as  clear  an  indication  as  any  of 
the  inability  of  States  alone  to  fill  their  own  credit  gap  due  to  the 
resistance  of  private  financiers.  Surely,  the  Farmers  Home  Admin- 
istration is  needed  in  this  case  in  Texas,  as  elsewhere  throughout 
rural  America. 

Going  on  to  a  bit  of  information  about  the  self-help  housing  pro- 
gram, this  is  one  that  we  urge  the  Congress  to  continue  at  a  level 
not  only  to  sustain  those  projects  currently  in  operation,  but  to 
permit  the  initiation  of  additional  projects  which  show  some  pros- 
pect of  efficient  operation. 

The  Farmers  Home  Administration  section  523  self-help  housing 
program  provides  funds  to  community  organizations  to  en£j>le 
them  to  administer  projects  in  which  families  receive  construction 
supervision  and  so  on,  which  I  will  not  elaborate  at  great  length 
here.  But  there  are  several  points  we  would  like  to  make  about  the 
efficiency  of  this  program  in  meeting  rural  housing  needs. 

First,  self-help  housing  costs  $9,152  less  than  comparable  contrac- 
tor-built units.  The  $9,152  savings  exceeds  the  section  523  grant 
cost  of  $4,141  by  $5,010  per  unit. 

At  an  average  3  percent  interest  paid,  the  annual  interest  credit 
savings  to  the  Government  is  $938.  In  five  years,  the  interest  credit 
savings  will  exceed  the  $4,142  in  technical  assistance  cost. 
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Self-help  families  had  adjusted  incomes  12  percent  below  other 
section  502  borrowers.  Self-loans  are  restricted  to  otherwise  ineligi- 
ble families  and  thus  provide  a  net  addition  to  the  local  housing 
stock  that  would  not  otherwise  occur. 

The  addition  of  housing  stock  provides  an  economic  stimulus  to 
materials  suppliers  and  subcontractors  and  improves  the  local  tax 
base.  Self-help  families  are  almost  always  first-time  home  buyers, 
and  when  they  are  not  they  are  owners  of  unsuitable,  substandard 
housing. 

With  regard  to  the  delinquent  loan  problem,  not  only  in  this  pro- 
gram but  in  the  various  mortgage  programs  available  to  rural 
people,  many  low-  and  moderate-income  home  owners  currently 
risk  losing  their  homes  due  to  an  unexpected  cut  in  their  incomes 
due  to  loss  of  work — the  general  downturn  in  the  economy. 

The  delinquency  rate  in  the  Farmers  Home  section  502  home- 
ownership  program  runs  as  high  as  31.3  percent  and  averaged  21.7 
percent  nationwide  as  of  the  end  of  January,  although  the  rate  is 
high  in  part  because  the  Farmers  Home  system  of  tracking  loans 
shows  a  delinquency  very  quickly  when  a  loan  is  not  paid  right  on 
time. 

Due  to  this  high  rate  of  delinquency,  assistance  such  as  that 
which  would  be  provided  by  Mr.  Gonzalez'  proposed  Housing  Act  of 
1982  and  its  Home  Owners  Emergency  Relief  Act  is  critical.  This 
would  alleviate  further  hardship  from  many  rural  families. 

Farmers  Home  has  its  own  section  505  moratorium  program, 
which  I  describe  briefly  in  my  statement.  However,  we  find  that  in 
actuality  many  families  fail  to  receive  this  type  of  assistance.  They 
do  not  know  about  it. 

The  terms  used  by  Farmers  Home  officials  in  sharing  this  infor- 
mation are  not  ones  which  families  can  understand,  and  the  bor- 
rower family  on  the  day  on  which  their  loan  is  closed  with  Farmers 
Home,  when  they  receive  this  information,  is  surely  excited  about 
their  new  house  and  optimistic  about  their  prospects  for  maintain- 
ing it  throughout  the  life  of  the  mortgage,  and  the  risk  of  losing 
their  home  they  sought  to  acquire  for  so  long  is  probably  the  fur- 
thest thing  from  their  mind. 

Once  a  borrrower  becomes  seriously  delinquent.  Farmers  Home 
offers  them  some  alternatives,  including  becoming  current  in  their 
payments,  selling  the  house,  deeding  the  house  back  to  the  Govern- 
ment, or  to  receive  a  moratorium,  a  term  which  many  will  not  un- 
derstand. Many  are  unfamiliar  with  how  to  sell  a  house  and  will 
simply  deed  the  house  back  to  the  Government,  not  seeing  any 
other  viable  choice. 

We  commend  the  subcommittee  for  its  past  attention  to  the  hous- 
ing problems  of  farmworkers,  and  will  not  elaborate  on  their  hous- 
ing needs  at  this  point,  but  certainly  urge  you  to  include  the  levels 
of  funding  recommended  by  Mr.  Gonzalez  for  the  program,  as  well 
as  the  section  525  funds  which  would  enable  community  organiza- 
tions to  have  the  administrative  money  they  need  to  provide  tech- 
nical assistance  to  develop  housing  for  farmworkers  who  need  it 
most. 

And  I  have  some  examples  here  that  I  will  just  give  a  couple  of 
very  quickly,  to  show  you  or  to  illustrate  the  impact  that  the  cur- 


Digitized  by  VjOOQIC 


456 

rent  credit  crisis  is  really  having  on  rural  communities.  And  these 
are  all  examples  of  people  helping  themselves  and  each  other. 

The  small  State  of  ENelaware  provides  a  clear  example  of  this.  It 
is  very  easy  to  see.  The  town  of  Milford  has  its  share  of  the  State's 
22,000  substandard  housing  units,  with  20.3  percent  or  398  of  its 
1961  units  being  substandaj*d,  most  of  them  old,  overcrowded  and 
dilapidated.  Milford  Housing  Development  Corp.  was  oi^ganized 
with  the  local  United  Methodist  Church  to  deal  with  this  great 
need,  and  after  3  years  of  effort  they  were  finally  able  to  open  11 
rental  units  financed  under  the  section  515  program. 

Based  upon  their  success,  they  were  able  to  obtain  a  $25,000  re- 
volving loan  fund  in  order  to  option  and  acquire  additional  dilapi- 
dated properties  and  convert  them.  The  prospects  that  they  have 
for  doing  this,  for  achieving  any  more  inroads  to  dealing  with  their 
housing  needs,  are  quite  limited,  with  only  $384,000  available  to 
the  State  under  the  section  515  program  in  Reagan's  proposed 
fiscal  year  1983  budget.  That  would  build  11  more  rental  units  in 
Delaware,  while  15  to  20  section  502  loans  would  be  available  in 
this  country. 

And  I  have  attached  a  newspaper  article  that  describes  this.  A 
group  in  Kentucky  are  trying  to  build  a  single-family  house  that 
would  result  in  only  $100  a  month  in  house  costs,  is  another  exam- 
ple described  here,  as  is  a  project  in  Berlin,  Md.,  with  funds  in  the 
pipeline,  as  we  say,  which  are  likely  never  to  get  out. 

These  and  others  are  by  no  means  an  exhaustive  list  of  exam- 
ples. They  are  simply  the  examples  coming  from  people  that  I  have 
had  the  opportunity  to  talk  with  this  past  week.  But  they  illustrate 
our  concern  and  we  hope  that  you  will  be  able  to  read  the  stories 
that  people  have  here  to  share  with  you. 

Thank  you  very  much. 

[Ms.  Kleimo's  prepared  statement  and  the  referred-to  paper  "The 
Geographv  of  the  Rural  Credit  Gap:  Per  Capita  Deposits  as  an  Indi- 
cator" follow:] 


Digitized  by  VjOOQIC 


457 


STATEMENT  REGARDING  THE  U^  HOUSING  BUDGET 

AND 

RURAL  HOUSING  AND  CREDFT  NEEDS 

JEANINE  KLEIMO,  RURAL  AMERICA,  WASHINGTON^.C. 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Jeanine  Kleimo,  Staff  Director  of  RURAL  AMERICA.     RURAL  AMERICA  is 
a  nonprofit  membership  organization  of  small  town  and  rural  people  and 
organizations.    Since  1967  we  have,  among  other  efforts,  tried  to  improve  the 
housing  conditions  faced  by  people  who  live  in  the  small  towns  and  rural 
communities  of  this  country  through  providing  technical  assistance  and  information 
to  those  active  in  developing  housing  for  low  income  families  and  individuals  and 
in  expanding  their  access  to  decent  and  affordable  housing. 

The  Chairman  and  Subcommittee  are  to  be  commended  for  rejecting  the 
Administration's  proposal  to  terminate  the  traditional  federal  role  in  housing. 
The  national  goal  of  a  decent  home  and  a  suitable  living  environment  for  every 
American  family  has  been  neither  repealed  nor  achieved,  and  clearly  cannot  be 
achieved  without  federal  activities  suppplementing  and  complementing  the  private 
sector. 

RURAL  AREAS 

Rural  areas  have  a  special  stake  in  this  federal  role  because  they  have  a 
disproportionate  share  of  bad  housing  and  at  the  same  time  less  than  an  equitable 
response  by  the  private  sector.    Rural  areas  have  29%  of  the  nation's  population, 
but  40.9%  of  the  nation's  bad  housing  -  a  total  of  1.9  million  substandard  housing 
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units.    Only  about  20%  of  federal  housing  support  goes  to  rural  areas. 

The  disadvantaged  situation  of  rural  areas  has  some  general  aspects:  There  is  a 
lack  of  adequate  private  credit,  insufficient  income  levels,  and  a  lack  of  an 
adequate  private  delivery  system;  as  well  as  unique  aspects  such  as  the  needs  of 
both  migrant  and  seasonal  farmworkers  and  of  Native  Americans  which  cannot  be 
dealt  with  effectively  by  housing  development  or  improvement  undertaken  for  the 
community  as  a  whole. 

For  my  part,  I  want  to  give  special  attention  to  one  general  aspect  -  that  of 
lack  of  private  credit;  to  one  specific  program  for  dealing  with  the  lack  of 
sufficient  income  to  acquire  housing  through  the  private  market  -  self  help 
housing;  and  to  one  of  the  special  need  areas  -  housing  for  farmworkers. 

MORTGAGE  CREDFT  NEEDS 

As  part  of  my  testimony,  I  am  submitting  a  paper  which  we  just  completed, 
entitled,  "The  Geography  of  the  Rural  Credit  Gap:     Per  Capita  Deposits  As  An 
Indicator."    This  research  affirmed  our  general  notion  that  credit  is  more 
difficult  to  obtain  in  rural  than  in  urban  areas.    I  would  like  to  highlight  certain 
information  from  this  paper  at  this  time: 
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The  paper  distinguishes  only  metro  versus  nonmetro  data  for  each  state.However, 
a  sample  of  52  nonmetropolitan  Texas  counties  showed  the  following:    In  the  26 
counties  with  no  towns  with  a  population  larger  than  10,000  or  more  and  with  an 
average  of  ten  persons  or  less  per  square  mile,  the  per  capita  deposit  figure  was 
lOZ    lower  than  that  for  the  26  nonmetro  counties  which  averaged  more  than  ten 
persons  per  square  mile  and  which  included  seven  towns  of  10,000  to  30,000. 

It  is  precisely  because  of  this  credt  gap  -  the  lack  of  sufficient  financial 
resources  on  the  part  of  local  or  other  accessible  lenders  that  the  Farmers  Home 
Administration  was  estatdished.     As  the  "lender  of  last  resort"  for  rural  areas 
and  small  towns,  any  credit  it  provides  certainly  does  not  compete  with  that  of 
private  lenders  but,  rather,  is  available  to  those  in  need  of  adequate  and 
affordable  housing  who  cannot  obtain  financing  from  private  sources  of  credit. 

The  Rural  Housing  Strategy  Study  done  by  the  Farmers  Home  Administration  in 
1975  found  that  17.4SI^  of  the  outstanding  mortgages  on  single  family  housing  in 
the  most  rural  counties  (those  with  no  towns  of  2500  or  more),  were  FmHA 
insured.    In  other  nonmetro  counties,  FmHA  accounted  for  only  6.6SI^  of  the 
outstanding  mortgages. 


9^-366    0-82 so 
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Tabulations  done  by  USD  A  from  data  in  the  1977  Annual  Housing  Survey  show 
that  metro  housing  is  more  likely  to  benefit  from  federal  mortgage  insurance  than 
nonmetro  housing,  but  that  FmHA  accounts  for  about  one-fourth  of  the  federal 
housing  insurance  in  nonmetro  areas.    Surely  this  figure  is  even  higher  for  low 
and  moderate  income  borrowers.    The  figures  are: 

Share  of  mortgages  which  are: 


Conventional 


Federally  Insured       FmHA  Insured 


All  areas 


69.0SIS 


Z1.Q% 


2.Z% 


Metro  areas 


66.2S^ 


22.8% 


0.8% 


Nonmetro  areas 
(outside  towns  of 
over  2500  pop.) 


75.5515 


24.5% 


e.Q% 


(Note:  Figures  are  for  owner-occupied  units  with  an  outstanding  mortgage.) 

This  alone  refutes  the  argument  that  FmHA  credit  operations  have  a  major 
adverse  impcat  on  financial  markets.    However,  in  addition,  we  offer  relevant 
statistics  from  the  most  recent  data  available  -  the  Federal  Res<*rye  Bulletin  of 
January  1982.    This  shows  that,  in  fiscal  year  1981,  there  was  a  net  increase  in 
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FmHA-iMid  or  iasand  ■ortogcs  iSmrm  and  rn— wiriil  as  well  as  liousiiif  lous) 
of  XJ  baiioo  doilMSy  for  a  toCml  oirtsfawiBg  as  of  the  end  of  Septeater  l$tl  of 
$3Aa  talUoB.    Kevcrtbeiessy  FaHA  aeeounted  for  only  ll.T%  of  tbe  increase  in 
aU  federally  regidated  aortcage  debt  awl  only  11.6«  of  tbe  outstanding  totaU 
This  FmHA  figure  represents  only  1.4S  of  the  increase  in  total  mortgage  debt 
during  the  year  (and  onty  2^%  of  tbe  total  outstanding  at  the  end  of  the  period)* 
Perhaps  most  significant,  the  increase  in  FmHA  related  mortgage  debt  was  the 
equivalent  of  about  three  fourths  of  one  percent  of  all  hinds  raised  in  U.S. 
credit  markets  in  the  last  year. 

One  issue  of  concern  to  many  small  town  residents  is  the  definition  of  the  FmHA 
service  area.    Once  Section  520  of  the  Housing  and  Community  Development  Act 
of  1974  was  amended  to  include  towns  with  populations  between  10,000  and 
20,000  as  eligible  for  FmHA  financing  if  they  had  "a  serious  lack  of  mortgage 
credit,"  FmHA  and  HUD  certified  all  towns  within  this  population  range  as 
eligible  as  the  result  of  expressed  needs  of  such  towns  for  credit.    Now,  HUD 
plans  not  to  certify  such  communities  as  eligible  for  FmHA  credit  after  the  end 
of  March.    It  is  difficult  to  see  how  HUD  can  argue  that  no  serious  lack  of 
mortgage  credit  exists  anywhere  today,  and  we  question  this  action. 

To  illustrate  the  lack  of  credit  faced  by  nonmetropolitan  communities,  let  us 
share  with  you  some  recent  experience  in  Texas.    The  Texas  State  Housing 
Finance  Agency  proposed  a  bond  issue  in  which  a  proportion  of  the  loans  would 
be  made  to  rural  and  other  nonmetropolitan  banks  for  home  mortgages  outside  of 
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the  state's  largest  cities.    When  the  Housing  Finance  Agency  went  to  the  bond 
market,  they  were  shocked  to  meet  with  such  resistance  to  their  proposal  from 
underwriters.    Here,  in  a  loans  to  lenders  program  in  which  a  state  attempted  to 
stimulate  its  nonmetro  lenders  and  housing  industry,  credit  barriers  were  such 
that  rural  and  small  town  people  were  prevented  from  maximum  beneHt.    This  is 
as  clear  an  indication  as  any  of  the  inability  of  states  alone  to  HU  their  own 
credit  gap  due  to  the  resistance  of  private  financiers.    Surely  the  Farmers  Home 
Administration  is  needed  in  this  case  in  Texas  as  elsewhere  throughout  rural 
America. 

Self-Help  Housing 

The  Farmers  Home  Administration's  Section  523  Self-Help  Housing  Program 
provides  funds  to  community  organizations  to  enable  them  to  administer  a  project 
of  supervising  families  and  otherwise  enabling  them  to  build  their  own  homes. 
The  program  requires  a  substantial  amount  of  labor  by  participants.    Generally, 
six  to  ten  households  are  organized  into  a  group  to  build  each  other's  homes, 
with  each  household  contributing  700  to  1200  hours.    Supervision  is  provided  by 
the  organizational  sponsor  to  build  modest  but  well  constructed  units.    Certain 
skilled  tasks,  such  as  plumbing  and  electrical  wiring,  are  subcontracted. 
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This  program  not  only  enable  lower  income  families  to  become  homeownersthan 
those  able  to  obtain  FmHA  Section  502  mortgage  loans  for  contractor  built 
houses,  but  achieves  this  with  a  net  savings  to  the  government.     A  recent 
analysis  of  the  program  indicates  the  following: 


(1)  Self-help  houses  cost  $9,152  less  than  comparable  contractor 
built  units. 

(2)  The  $9,152  savings  exceeds  523  grant  costs  of  $4,141  by  $5,010 
per  unit. 

(3)  At  an  average  Z%  interest  paid,  the  annual  interest  credit 
saving  to  the  government  is  $938. 

(4)  In  5  years  interest  credit  savings  will  exceed  the  $4,142  Sec. 
523  technical  assistance  cost. 

(5)  Self-help  families  had  adjusted  incomes  12SI^  below  other  502 
borrowers. 

(6)  Self-help  loans  are  restricted  to  otherwise  ineligible  families  and  thus 
provide  a  net  addition  to  local  housing  stock  that  would  not  otherwise  occur. 
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(7)     The  addition  of  housing  stock  provides  an  economic  stimulus  to 
material  suppliers  and  subcontractors,  and  improves  local  tax 


(8)  FmHA  Self -Help  families  are  almost  always  first  homebuyers. 

(9)  The  non-first  time  home  buyers  are  owners  of  unsuitable 
substandard  housing. 

(10  Section  523  grantees  must  reflect  local  leadership  and  are  often 
catalysts  for  other  rural  development  activities  in  the  community. 

Delinquent  Loans 

In  the  current  recession,  many  low  and  moderate  income  homeowners  risk  losing 
their  homes  due  to  an  unexpected  cut  in  their  income  from  the  loss  of  work. 
The  delinquency  rate  in  the  FmHA  Section  502  home  ownership  program  runs  as 
high  as  31.3%  and  averaged  21.7%  nationwide  as  of  the  end  of  January.    This 
rate,  however,  is  high  in  part  because  of  FmHA*s  method  of  tracking  loan 
payments  in  which  any  delay  in  payment  results  in  a  loan  being  shown  as 
delinquent. 
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Due  to  this  high  rate  of  delinquency,  assistance  such  as  that  which  would 
beprovided  by  Mr.  Gonzales*  proposed  Housing  Act  of  1982  and  its  Homeowners* 
Emergency  Relief  Act  is  criticaL    This  would  alleviate  further  hardship  from 
families  already  struggling  to  maintain  some  measure  of  financial  viability  and 
personal  stability  during  the  present  economic  crisis. 

Certainly  FmHA*s  own  Section  505  moratorium  has  assisted  many  Section  502 
borrowers  to  retain  their  homes.    However,  many  borrowers  do  not  realize  that 
such  assistance  exist  or  that  they  may  be  eligible  for  it.    Still  others  experience 
difficulty  in  convincing  their  county  FmHA  office  of  their  eligibility.    FmHA  is 
required  to  inform  each  new  borrower  of  the  existence  of  the  moratorium  in  the 
event  that  it  is  needed.    The  borrower  family,  on  the  day  on  which  their  loan  is 
closed  with  FmHA,  is  surely  excited  about  their  new  house  and  optimistic  about 
their  prospects  for  maintaining  that  home  and  meeting  their  loan  obligations  for 
the  life  of  the  mortgage.    The  risk  of  losing  their  home  that  they  sought  so  long 
to  acquire  is  probably  the  furthest  thing  from  their  mind. 

Once  a  borrower  becomes  seriously  delinquent  -  generally  more  than  three 
months*  behind  -  FmHA  will  send  a  letter  calling  his  or  her  attention  to  the 
options  available:    The  alternatives  usually  presented  by  FmHA  in  order  to  avoid 
foreclosure  proceedings  are: 

(1)     To  become  current  in  their  payments; 
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(2)  To  sell  the  property; 

(3)  To  deed  the  House  back  to  the  government;  or 

(4)  To  receive  a  moratorium  (a  term  which  many  do  notunderstand). 

It  is  fair  to  say  that  many  lower  income  families  are  sufficiently  unfamiliar  with 
how  to  sell  a  house  that  they  are  more  likely  to  deed  it  back  to  the  government 
than  to  realize  whatever  equity  they  have  accrued.    Most  do  not  realize  that 
even  partial  payment  each  month  can  help  them  retain  their  home  in  the  502 
program. 

Another  aspect  which  may  prevent  some  delinquent  borrowers  from  utilizing  this 
moratorium  is  the  moratorium  program*s  requirement  that  a  borrower  be  current 
in  his  or  her  payments  at  the  time.  Too  many,  however,  are  too  far  behind  at 
the  time  of  application  to  qualify. 

Although  the  "servicing"  of  existing  loans  has  been  a  priority  in  the  work  of 
county  FmHA  offices  for  a  number  of  months,  the  stated  goal  has  been  to  reduce 
the  delinquency  rate  through  whatever  means  available.    We  fear  that  many  who 
could  have  remained  in  decent,  safe,  and  under  most  circumstances,  affordable 
housing  with  the  assistance  of  a  moratorium  or  other  relief,  now  have  lost  or 
about  to  lose  their  homes.    The  fact  hat  a  foreclosure  of  one  borrower  does  not 
make  credit  more  available  for  another  seems  particularly  harsh  in  the  present 
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period  of  widespred  nnancial  hardship  and  tight  credit. 

We  hope  that  this  Subcommittee  will  strive  to  insure  the  prompt  availahtlity  of 
emergency  mortgage  assistance  so  that  we  do  not  see  even  fewer  low  and 
moderate  income  families  having  access  to  the  adequate  housing  they  have 
struggled  to  acquire. - 

Faro  Latxxr  Housing 

Current  estimates  put  the  number  of  housing  units  needed  for  migrant  and 
seasonal  farmworkers  at  1.1  million.     A  report  on  farmworker  housing  conditions 
done  by  Inter  America  Research  Associates  for  the  Farmers  Home  Administration 
indicates  that  the  supply  of  in-stream  housing  for  migrant  farmworkers  is  equal 
to  about  half  the  demand.    Typically,  conditions  in  labor  camps  are  extremely 
poor  and  contribute  to  the  prevalence  of  illness  and  disease  found  in  the 
farmworker  population. 

As  you  are  familiar  with  these  conditions  yourself,  Mr.  Gonzales,  from  your  own 
efforts  to  visit  a  number  of  labor  camps  in  various  parts  of  the  country,  I  will 
not  elaborate  on  them  here.    In  addition,  this  Subcommittee's  hearings  on 
farmworker  housing  held  last  September  -  with  subsequent  field  hearings  -  provide 
extensive  documentation  of  the  problem. 

Your  housing  bill  would  enable  those  seeking  to  improve  housing  for  farmworkers 
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to  have  access  to  the  loans  and  grants  which  make  this  possible.    Further,  the 
availability  of  Section  525  funds  to  cover  the  costs  of  developing  solid 
applications  for  farmworker  housing  financing  is  important,  as  the  ability  of 
nonprofit  and  farmworker  organizations  and  public  bodies  to  develop  applications 
for  projects  that  can  meet  farmworker  needs  is  limited  without  such  assistance. 
We  recommend  that  Section  525  be  funded  at  a  level  of  $5  million,  half  of  which 
would  go  to  technical  assistance  related  to  farmworker  housing. 

Delivery  System 

An  adequate  delivery  system  is  in  place  in  many  rural  areas  that  is  capable  of 
developing  housing  and  managing  it  to  insure  that  local  needs  are  met.     Most 
nonprofit  housing  development  corporations,  housing  authorities  and  other  sponsors 
will  not  be  able  to  develop  housing  for  low  and  moderate  income  families  or  for 
the  elderly  and  handicapped  without  financing  from  the  Farmers  Home 
Administration. 

The  small  state  of  Delaware  provides  a  clear  example  of  this:  The  town  of 
Milford  has  its  share  of  the  states  22,000  substandard  housing  units.     20.3Si{  or 
398  of  its  1961  units  are  substandard,  many  of  them  old,  overcrowded,  dilapidated 
structures.    (Figures  from  the  Delaware  State  Division  of  Housing.)    The  Milford 
Housing  Development  Corporation  was  organized  with  the  local  United  Methodist 
Church  to  deal  with  this  great  need.     After  three  years  of  effort,  they  were 
able  to  open  eleven  subsidized  apartments  built  with  a  FmHA  Section  515  loan. 
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With  the  goal  of  revitalizing  the  north  end  of  the  town,  they  obtained  a  $25,000 
revolving  loan  fund,  planning  to  use  it  to  option  delapidated  properties  and  either 
rehabilitate  or  construct  new  units  in  their  place,  putting  to  work  whatever  was 
the  most  appropriate  FmHA  loan  program. 

With  the  proposed  housing  budget  for  FY83,  their  prospects  of  accomplishing 
much  at  all  are  severely  restricted.    The  projected  $384,000  available  to  the 
Slaifi  would  build  only  eleven  new  units,  while  fifteen  to  twenty  Section  502 
loans  would  likely  be  available  in  the  county.    A  local  newspaper  article  on  this 
is  attached. 

The  Federation  of  Appalachian  Housing  Enterprises  in  Kentucky  has  long 
beeninnovative  in  its  approaches  to  the  great  housing  needs  of  rural  areas  in  this 
state.    One  demonstration  house  is  planned  for  the  small  town  of  Princeton, 
which,  if  financed  at  1%  interest,  would  mean  total  monthly  housing  costs  - 
including  utilities  -  of  $100  (excluding  land.)    They  hope  to  have  the  design  used 
accepted  by  FmHA  for  future  single  family  housing.     The  potential  for  this, 
however,  is  dubious  given  that  area*s  anticipated  construction  of  only  a  very 
limited  number  of  Section  502  financed  houses.    Here,  innovation  and  the  ability 
to  deal  rather  successfully  with  the  issue  of  high  housing  costs  is  being  cut  along 
with  the  new  financing. 

In  Berlin,  Maryland,  a  planned  515  project  needed  so  much  by  the  town  that 
block  grant  (CDBG)  funds  were  used  for  site  acquisition  and  improvements  is 
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likely  not  to  be  built  due  to  an  FmHA  decision  not  to  give  it  a  high  rating.  If 
not  financed  this  year,  it  probably  won't  receive  financing  at  all.  Phase  one  of 
the  Berlin  Community  Housing  Corporation's  rental  development  is  under 
construction.  As  phase  two  would  not  be  considered  part  of  the  same  effort  by 
FmHA,  those  hoping  to  move  into  the  one  and  two  bedroom  units  planned  simply 
will  have  to  stay  in  their  shacks.    There  is  nowhere  else  to  go. 

We  hope  that  these  and  other  small  communities  around  the  country  will  be  able 
to  continue  the  housing  development  efforts  they  have  begun  and  will  be  able  to 
initiate  new  ones  in  response  to  the  great  need  which  remains.     We  appreciate 
this  Subcommittee's  concern  for  these  needs  and  for  the  economic  stimulation 
that  would  result  from  adequate  housing  financing. 


Digitized  by  VjOOQIC 


471 


Digitized  by  VjOOQ  IC 


472 


A  RURAL  AMERICA  OCCASIONAL  PAPER 


THE  GEOGRAPHY  OF  THE  RURAL  CREDIT  GAP: 


PER  CAPITA  DEPOSITS  AS  AN  INDICATOR 

GEORGE  RUCKERi  RESEARCH  DIRECTOR 
February   19  82 


1346  Connecticut  Avenue  NW  Washington  DC  20036 


Digitized  by  VjOOQIC 


473 

GEOGRAPHY  OF  THE  RURAL  CREDIT  GAP: 
PER  CAPITA  DEPOSITS  AS  AN  INDICATOR 
George  Rucker,  Research  Director 

There  is  general  agreement  that  credit  is  more  difficult 
to  obtain  In  rural  than  in  urban  areas.   Among  recent  items 
of  documentation  of  this  fact  is  a  study  financed  by  the 
Economic  Development  Administration:   An  Empirical  Analysis  of  Unmet 
Demand  In  Domestic  Capital  Markets  in  Five  U.S.  Regions, 
which  concludes  that  "It  Is  consistently  more  difficult  to 
obtain  Intermed ia te-and  long-term  credit  In  rural  areas  than 
in  suburban  and  city  locations." 

Other  evidence  includes  such  indirect  indicators  as  the 
relative  level  of  deposits  in  banks  and  savings  and  loans. 
Since  these  ar«  major  sources  of   credit  for  residential 
finance  and  for  small  business,  their  magnitude  can  serve  as 
an  approximate  measure  of  relative  credit  resources.   Obviously 
this  is  not  an  exact  measure  since  banks  and  savings  Insti- 
tutions are    not  the  only  sources  of  credit  and  since  there 
are  some  cross-flows  of  credit  between  institutions  and 
across  geographic  lines.   Nonetheless,  the  figures  on 
deposit  levels  are  available  by  state  and  county  and  also  by 
Standard  Metropolitan  Statistical  Area  and  this  makes  the 
data  a  useful  indicator  of  geographic  patterns. 
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The  figures  used  In  this  paper  are  from  the  Federal 
Deposit  Insurance  Corporation  and  the  Federal  Home  Loan  Bank 
Board.   They  are  as  of  mld-1380  and  in  the  case  of  commercial 
banks  and  mutual  savings  banks  include  both  those  which  are 
federally  insured  and  those  which  are  not.   As  noted, 
they  are  only  an  Indirect  indicator  since  deposits  In  one 
area  may  provide  credit  resources  for  another  area  and 
figures  on  these  geographic  flows  are  not  readily  available. 
The  met ro-nonmetro  figures  also  involve  another  problem  In 
New  England.   SMSAs  in  New  England  are  defined  on  the  basis 
of  township  rather  than  county  lines,  but  the  FDIC  and  FHLBB 
data  are  provided  only  down  to  the  county  level  (or  for  an 
entire  SMSA)  .   This  means  that  where  an  SHSA  crosses  state 
lines,  it  is  not  possible  to  determine  precisely  what  share 
of  the  accounts  are  to  be  credited  to  each  state.   (This 
problem  affects  the  met ro-nonmet ro  figures  in  only  four 
states:   Connecticut,  Massachusetts,  New  Hampshire  and  Rhode 
Island.   It  has  no  impact  on  the  figures  for  New  England  as 
a  whol e  . ) 

Overview:  Magnitude  of  Deposits 

As  of  1380  deposits  in  U.  S.  commercial  banks,  mutual 
savings  banks  and  f edera 1 1 y- i nsured  savings  and  loan  associa- 
tions aggregated  nearly  1.8  trillion  dollars.   The  industrial 
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northeast  --  the  Mid-Atlantic  and  East  North  Central  Census 
Divisions  --  accounted  for  ^2  percent  of  this  total.   The 
Rocky  Mountain  Division,  on  the  other  hand,  could  claim  less 
than  four  percent  of  it.   (Regional  deposit  figures  are  given 
in  Table  1 .) 

I 

Deposits  in  f edera 11 y- i nsured  savings  associations  j 

accounted  for  only  $485*^  million,  or  27*6  percent  of  the 
total.   These  were  most  important  in  the  South  Atlantic  area 
and  least  important  in  New  England  and  In  other  areas  where         { 
mutual  savings  banks  often  substitute  for  savings  and  loan 
activities.   Florida  Is  the  only  state  In  which  there  were 
more  deposits  in  savings  and  loans  than  in  banks,  but  In 
four  other  states  (South  Carolina,  Ohio,  California  and 
Hawaii),  savings  and  loan  accounts  were  equal  to  forty  per- 
cent or  more  of  the  total. 

The  states  with  the  most  deposits  in  absolute  terms  are 
those  one  would  expect:   New  York,  with  $288  billion  and 
California,  with  more  than  $209  billion,  lead  the  way; 
Illinois  and  Texas  each  had  more  than  $100  billion;  and  four 
other  states  (Pennsylvania,  Florida,  Ohio  and  Michigan), 
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showed  in  excess  of  $50  billion  each.   When  deposits  are  put 
on  a  per  capita  basis,  five  of  these  states  (New  Yoric, 
Illinois,  California,  Florida  and  Pennsylvania),  continue  to 
rank  in  the  top  ten  but  they  are  Joined  by  Connecticut  and 
four  farm  belt  states:   North  Dakota,  which  ranks  third  in 
the  nation  in  per  capita  deposits,  Kansas,  Nebraska  and 
Iowa.   Thus,  the  West  North  Central  Census  Division  ranks 
second  to  the  Mid-Atlantic  Division  in  terms  of  per  capita 
deposits.   (Regional  population  and  per  capita  deposit 
figures  are  displayed  In  Table  2.) 

At  the  other  end  of  the  spectrum  in  terms  of  relative 
credit  resources  are  the  states  of  the  Old  South  plus  a 
sprinkling  of  Rocky  Mountain  states.   At  the  bottom  Is  South 
Carolina,  which  reported  only  $3620  In  deposits  per  capita. 
Four  other  Southern  states  (North  Carolina,  Alabama,  Missi- 
ssippi, and  Georgia),  along  with  Utah  and  West  Virginia,  had 
less  than  $5,000  per  capita  in  deposits  in  1380.   Filling 
out  the  list  of  ten  "poorest"  states  were  Virginia,  Idaho 
and  Maryland,  each  with  just  a  little  over  $5,000  per 
capita  in  deposits. 
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The  Nonmetro  Disadvantage 

A  look  at  the  figures  in  Tables  1  and  2  confirms  that 
nonmetropol i tan  areas,  with  27  percent  of  the  nation's 
people,  account  for  only  13  percent  of  the  deposits  in  banlcs 
and  savings  and  loans.   Put  another  way,  deposits  per  capita 
in  nonmetro  areas  are  only  sixty-five  percent  those  in  metro 
areas.   The  disparity  is  most  pronounced  in  the  Mid-Atlantic 
Division,  where  New  Yorlc's  role  as  a  financial  center  obviously 
distorts  the  comparison  a  good  deal.   But  it  remains  true 
that  only  in  the  West  North  Central  Division,  with  its  farm 
states,  does  the  relative  level  of  deposits  in  nonmetro 
areas  come  up  to  ninety-percent  of  those  in  metro  areas. 
And,  leaving  New  York  completely  aside,  there  are  five  other 
states  (Alaska,  Arizona,  Maine,  California,  and  Pennsylvania), 
in  which  nonmetro  deposits  per  capita  are  less  than  two- 
thirds  the  level  of  metro  deposits  per  capita,  and  there  are 
eleven  more  states  in  which  the  level  of  per  capita  deposits 
in  nonmetro  areas  does  not  exceed  three-fourths  of  the  level 
in  metro  areas.   The  median  level  for  the  forty-four  states 
with  precise  data  is  79.9  percent  (i.e.,  nonmetro  deposits 
per  capita  are  less  than  four-fifths  the  metro  level). 
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There  are  only  five  states  In  which  nonmetro  deposits 
are  as  large  as  metro  deposits:   One  of  these  Is  Rhode 
Island  and  the  figures  there  are  subject  to  uncertainty  (as 
previously  noted).   The  other  four  are  all  farm  states: 
Nebrasica,  Kansas,  Iowa  and  Washington.   In  another  seven 
states  (most  of  which  can  also  be  classed  as  farm  states), 
the  relative  level  of  nonmetro  deposits  is  within  ten  per- 
cent of  the  metro  level.   Only  one  (Maryland)  is  below  the 
Mason-Dixon  Line,  and  four  (Nevada,  Utah,  Colorado  and  South 
Dalcota)  ,  are  west  of  Mississippi. 

Summary 

As  of  1380  the  United  States  had  an  aggregate  of  almost 
$1.8  trillion  in  deposits  in  its  major  thrift  institutions. 
Sixty-four  percent  of  that  total  was  in  commercial  banks,  the 
remainder  in  mutual  savings  banks  and  f edera 1 1 y- i nsured 
savings  and  loan  associations.   (Mutual  savings  banks, 
located  in  only  six  states  outside  of  the  ten  New  England 
and  mid-Atlantic  states,  made  up  only  eight  percent  of  the 
total  .  ) 
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Given  the  1980  population  of  226.5  million,  this  worlcs 
out  to  an  average  of  $7t751  per  person  in  deposits.   These 
potential  credit  resources  were  far  from  evenly  divided 
geographically.   The  range  was  from  a  low  of  $3,361  per  capita 
in  the  nonmet ropol i tan  areas  of  South  Carolina  to  $17,831  in 
the  metropolitan  areas  of  New  Yoric  (reflecting  one  of  the 
world's  financial  centers). 

Nationally,  the  relative  level  of  deposits  in  nonmetro 
areas  were  less  than  sixty-five  percent  their  level  in  metro 
areas.   The  median  relationship  was  a  nonmetro  level  of.  deposits 
;i1most  exactly  four-f  I  f  ths- -that!.  <»►•  -inetro  cue^^s.-  Ayain,  the 
ranse  was  substantial   -  from  fiv«  states  (foijr  of  iliiciii 
principally  farming  stcjtes)  ,  i  n  whi  ch  iUe    nonmfetio  isvul  of 
deposits  exceeded  the  metro  level  to  seven  in  which  the  non- 
metro level  was  a  third  or  more  below  the  metro  level. 
Regionally,  if  one  excludes  New  YorIc  as  a  special  case,  the 
sharpest  nonmetro  disadvantage  is  evident  in  tlie  Spoth  Atlantic 
and  Pacific  areas.   1he  least  nonmetro  disadvantage  is  evident 
in  the  West  North  Central  area. 
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Appendix  Table 


PER  CAPITA  DEPOSITS  IN  BANKS  AND  FSLIC- INSURED 
SAVINGS  AND  LOAN  ASSOCIATIONS,  1980 


Population 

Total 

Percent 

(000s) 

Nonmetro 

Maine 

1,125 

77.21 

K.H. 

921 

63.7 

Vt. 

512 

100.0 

Mass. 

5,737 

14.7 

R.I. 

947 

7.8 

Conn. 

3.108 

11.7 

-RTT 
Areas 


Per  Capita  Deposits 

Metro    honmetro 


Areas 


Areas 


5,200 
6,647 
5,850 
7,072 
7,323 
8.773 


$    7,428 
(7,933) 

(7,506) 
(7,128) 
C9.049) 


$  4,543 
(5,915) 
(5,850) 
(4,554) 
(9,625) 
(6.689) 


12.348 


26.31 


$    7.266      1  9.^4^  1   5,356 


N.Y.  17,557  12. Ot  $16,405      $17,891  $    5,464 

N.J.  7,364  8.6  7,782  7,816  7,414 

Penn,  1X,B67 ZO.l 7,7as  fl,4Q3 ^,^i7 

SITH^^ — 

Atlantic   36,7Sfi 13,91 


NORTH 
EAST 


49,137 


17. Ot 


Del. 

595 

33.t)t 

Md. 

4,216 

15.8 

Va, 

5,346 

34.6 

W.Va. 

1,950 

64.3 

N.C. 

5,874 

54.6 

S.C. 

3,119 

51.5 

Ga. 

5,464 

42.4 

Fla. 

9.740 

14.5 

south 

ill^B9&   SlZ,g09     $    5.650 


Sl0>735   Sll,B02 


I  S>536 


6,528 

$  7,046 

$  5,475 

5,121 

5,149 

4,970 

5,063 

5,274 

4,663 

4,881 

5,862 

4,337 

4,438 

5,278 

3,738 

3,620 

3,895 

3,361 

4,923 

5,568 

4,048 

8,147 

8.504 

6.040 

Atlantic!  36.943 


Kent. 
Tenn. 
Ala. 
Miss. 


Ea?E 

So.  Cent. 


3,661 
4,591 
3,890 
2.521 


33.91 


SS.SI 

37.2 
38.0 
72.9 


$    5.796      $   6.563  $   4.297 


$  5,418 
5,331 
4,594 
4.840 


;  6,S09 
5,783 
5,115 
5.469 


$  4,544 

4,568 
3,744 
4.342 


14.663 


Ark. 

La. 
Okla. 
Texas 
West 


2,286 

4,204 

3,025 

14,22B 


48.11 


60.91 
36.6 
41.5 
20.4 


$    5.040      $ 


5    5,602 

"6,251 

7,115 


J  6,375 
7,014 
7,724 
7.807 


$   4.330 


$  5,105 
4,929 
6,256 
6,429 


So,  Cent.  23.741 

29,91 

(  7^062 

*  7,S94 

s  s,ei3 

SOOTH*    7  5,349 

35, 4t 

$  6»04S 

S  6,780 

t  4,709 
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PER  CAPITA  DEPOSITS  IN  BANKS  AND  FSLIC- INSURED  SAVINGS 
AND  LOAN  ASSOCIATIONS,  1980,  page  two 


Population 

Per 

Capita  Deposits 

Total 

Percent 

All 

Metro 

Nonmetro 

(000s)    ] 

Nonmetro 

Areas 

Areas 

Areas 

Ohio 

10,797 

20.91 

$ 

6,608 

$ 

6,911 

$  5,457 

Ind. 

5,490 

30.2 

6,256 

6,320 

6,109 

111. 

11,418 

19.0 

9,996 

10,553 

7,624 

Mich. 

9,258 

19.1 

5,984 

6,224 

4,967 

Wise, 

4.705 

37.7 

6.591 

6.994 

5.924 

East 

No.  Cent 

.  41.670 

23.11 

$ 

7.350 

J. 

7.738 

$  6.055 

Minn. 

4,077 

35.41 

7,550 

~ 

8,009 

6,714 

Iowa 

2,913 

59.9 

7,856 

7,654 

7,990 

Mo. 

4,917 

37.3 

7,534 

8,352 

6,156 

N.D. 

653 

64.1 

9,281 

10,374 

8,669 

S.D. 

690 

84.1 

7,468 

8,103 

7,349 

Neb. 

1,570 

55.8 

8,188 

7,320 

8,874 

Kans. 

2.332 

53.9 

8.205 

7.640 

8,502 

West 

No.  Cent 

.  17.184 

47.51 

$ 

7,793 

$ 

8.045 

$7,515 

NORTH 

CENT. 

58.854 

30.21 

$ 

7.479 

$ 

7,806 

$  6,724 

Mont. 

787 

76.01 

$ 

6,819 

7 

7,792. 

"  ~$  6^512" 

Idaho 

944 

81.7 

5,114 

6,128 

4,887 

Wyo. 

471 

100.0 

7,708 

^.. 

7,708 

Colo. 

7,899 

19.1 

6,685 

6,795 

6,7.17 

N.M. 

1,300 

57.6 

5,393 

5,802 

5,093 

Ariz. 

2,718 

25.0 

5,730 

6,410 

3,686 

Utah 

1,461 

21.0 

4,544 

4,617 

4,269 

Nev. 

799 

18-.  0 

6.093 

6.172 

5.740 

Rocky 

Mntn. 

11.368 

37.61 

$ 

5.913 

$ 

6.206 

$  5.427 

wash. 

4,130 

23.91 

5 

6,747 

I 

6,716 

1  6,845 

Ore. 

2,633 

40.2 

6,948 

7,985 

5,405 

Cal. 

23,669 

7.6 

8,849 

9,105 

5,754 

Alas. 

400 

56.8 

5,389 

7,332 

3,912 

Haw. 

965 

20.9 

7,474 

7.913 

5.816 

Pacif. 

31.797 

13.51 

$ 

8,334 

t 

8.724 

1  5.824 

WEST 

43,165 

19.81 

$ 

7,696 

$ 

8,208 

$  5,626 

U.S.  1 

226,505 

27.11 

$ 

7,751 

$ 

8,574 

$  5,534 

#   Includes  District  of  Columbia  - 

not  shown 

separately 

()  Partii 

ally  estimated. 

Source: 

1980  Census;  FDIC, 

Summary  of  Accounts  and 

Deposits;  FHLBB, 

Summary  of 

Savings 

Accounts  by  Geog: 

raphic  . 

/Vrea. 
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Mr.  LowRY.  Thank  you  very  much,  Ms.  Kleimo,  for  very  mean- 
ingful testimony. 

If  it  is  all  right,  we  will  just  go  right  down  the  line,  Mr.  Wilson 
next. 

STATEMENT  OF  HAROLD  O.  WILSON.  EXECUTIVE  DIRECTOR, 
HOUSING  ASSISTANCE  COUNCIL 

Mr.  Wilson.  I  think  I  am  next,  Mr.  Chairman. 

First  of  all,  I  would  like  to  thank  you  very  much  for  the  opportu- 
nity to  appear  before  the  committee  and  present  our  views  on  the 
impact  of  the  1983  budget  and  to  discuss  in  our  testimony  the  pres- 
ent bill  that  the  committee  has  presented. 

Before  I  get  into  my  statement,  however,  I  would  like  to  indicate 
that  at  the  Housing  Assistance  Council  we  support  also  very 
strongly  the  comments  that  you  heard  from  Florence  Roisman  and 
Gushing  Dolbeare  as  well,  particularly  the  comments  about  public 
housing. 

As  you  may  be  aware,  I  think  something  in  the  neighborhood  of 
almost  43  percent  of  all  of  the  public  housing  developed  has  been 
developed  in  nonmetropolitan  areas  of  this  country  and  some  of  it 
in  very  rural  parts  of  the  United  States,  and  where  the  public 
housing  program  has  been  used  there,  it  has  been  an  extremelv  ef- 
fective and  well  operated  program.  It  would  be  a  severe  tragedy  to 
rural  communities  to  see  the  public  housing  program  disappear,  so 
we  support  very  strongly  their  comments  in  that  regard. 

The  Housing  Assistance  Council  has  been  in  operation  now  for  a 
little  over  10  years,  and  I  do  not  think  in  the  history  of  our  lifetime 
we  have  ever  seen  proposed  changes  in  the  method  of  delivering 
and  supporting  housing  that  we  see  today,  that  will  have  the  kind 
of  deleterious  effect  on  low-income  people  that  this  will  have. 

I  think  that  the  proposals  that  we  face  today  can  in  a  sense  be 
summed  up  in  one  very  broad  theme.  Simply  stated,  the  Federal 
Government  is  getting  out  of  the  assisted  housing  business,  and  the 
HUD  budget  for  fiscal  year  1983  testifies  to  this  with  its  virtual 
elimination  of  the  fiscal  year  1982  pipeline  and  its  elimination  of 
the  programs,  except  for  what  we  call  anyway  a  voucher  sugges- 
tion, and  a  small  block  grant  rehab  program  for  1983. 

In  addition,  we  are  extremely  concerned  about  the  proposals  for 
the  Farmers  Home  Administration  in  the  1983  budget.  If  one  looks 
behind  the  budget  numbers  at  some  of  the  justification  statements 
that  are  made  to  support  those  numbers,  it  becomes  very  clear  that 
there  is  a  movement  under  way  to  dismantle  the  housing  produc- 
tion capacities  of  this,  I  think,  very  fine  organization. 

We  would  like  to  suggest  that  the  budget  for  1983  is  in  fact  a  pre- 
budget,  a  forerunner,  if  you  would,  for  a  zero  level  of  funding  for 
the  Farmers  Home  Administration  in  fiscal  year  1984.  The  themes 
that  the  document  entitled  "Major  Themes  and  Additional  Budget 
Details"  presents  on  the  Farmers  Home  Administration  states  that 
the  administration  intends  to  reduce  dependence  on  the  Federal 
Government  as  a  supplier  of  credit  in  rural  areas,  that  rural  areas 
are  already  adequately  served  by  private  credit  markets,  and  that 
the  Farmers  Home  Administration  shall  not  be  viewed  as  a  major 
lender  for  rural  housing  activities. 
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It  further  indicates  that  truly  needy  households  will  be  the  pri- 
mary beneficiaries  ci  the  rural  housing  programs.  Well,  this  state- 
ment is  scmiewhat  omtradictory  in  the  sense  that  the  targeting 
provisicm  that  would  target  the  programs  to  low-income  people  in 
rural  communities  has  been  elimma^. 

In  addition,  there  is  no  request  for  rental  assistance  money  that 
would  allow  both  the  rural  rental  program  and  the  farm  labor 
housing  program  to  serve  low-inomie  people.  So  it  is  beyond  us  to 
understand  how  the  programs,  without  those  two,  i^urticularly 
witlKMit  those  two,  can  be  the  primary  beneficiaries  of  the  poor. 

The  use  oi  rmtal  assistance,  as  you  are  perhaps  aware,  permits 
the  agmcy  to  serve  very  low  income-families,  elderly  and  farm 
workers,  throu^  both  the  515  program  and  the  514/516  program. 
Without  doidit,  the  section  515  program  certainly  fills  a  need,  but 
it  is  not  going  to  reach  the  poor  in  rural  communities  without 
rental  asBistance. 

The  administration  essentially  proposes  enough  rental  assistance 
in  the  1983  budget  for  renewal  of  existing  contracts  and  to  do  what 
they  call  patching  out  of  existing  projects  or  to  bring  people  who 
are  paying  more  than  25  percent  of  their  income  some  subsidy  so 
they  can  stay  in  those  project. 

"niiB  attitude,  however,  of  no  new  construction  units  for  the  515 
program  signals,  in  a  sense,  the  end  of  the  use  of  the  FmHA  rental 
program  for  low  income,  and  we  would  urge  you  to  support  the 
level  for  rental  assistance  that  is  in  H.R  5731.  Our  estimation  is 
that  this  funding  level  will  provide  for  somewhat  over  16,000  addi- 
tional units  of  515  assistance  for  the  truly  needy  or  the  rural  poor, 
if  they  are  combined  with  5-year  contract  commitments. 

In  addition,  rental  assistance  fimds  for  new  construction  will  also 
allow  the  farm  labor  housing  program  to  operate  effectively  this 
year.  I  believe  no  group  of  American  workers  continually  earns  less 
than  farm  laborers  in  our  country.  While  excessive  unemployment 
has  proved  devastating  for  a  great  many  Americans  today,  farm- 
workers face  economic  and  social  privation  day  after  day  and  year 
after  year.  Rental  assistance  for  the  farm  labor  housing  programs 
will  help  ease  this  burden  and  will  allow  for  the  construction,  we 
would  hope,  of  about  1,000  units  of  farm  labor  housing  this  year. 

I  believe  that  the  committee  is  well  aware  that  in  today's  world 
the  word  "subsidy"  is  a  very  unpopular  word.  One  hesitates  almost 
to  mention  it  in  testimony  any  more.  But  it  seems  that  subsidy  is 
only  unpopular  as  long  as  it  refers  to  benefits  for  the  poor.  When 
benefits  are  for  others,  the  subsidies  are  generally  called  incen- 
tives, and  incentives  appear  to  be  quite  acceptable. 

I  would  like  to  suggest  to  you,  then,  that  what  the  poor  need  if 
they  are  going  to  live  in  decent,  affordable  housing  are  some  incen- 
tives, and  in  fact  they  are  going  to  need  some  very  deep  incentives. 
By  whatever  word  you  call  it,  there  is  going  to  have  to  be  some 
form  of  assistance  that  will  allow  them  to  pay  the  difference  be- 
tween what  decent  housing  costs  and  what  they  are  able  to  afford 
on  their  own. 

I  would  like  to  mention  the  fact  that  the  Farmers  Home  Admin- 
istration programs  this  year,  in  1982,  are  not  moving  as  quickly  as 
one  would  like  to  see  them  move  in  terms  of  their  production  to 


Digitized  by  VjOOQIC 


486 

date.  They  have  only  obligated  about  16.7  percent  of  the  funds,  and 
we  are  about  41  percent  or  42  percent  into  the  year. 

One  of  the  reasons  for  this  is  a  concentration  on  delinquencies 
and  loan  servicing,  and  this  comes  as  a  result  of  the  prodding  of 
the  Congress  for  them  to  get  their  delinquencies  under  control,  and 
also  their  own  fiscal  sense  of  responsibility. 

I  would  like  to  simply  respond  to  that  by  saying  that  I  believe 
that  we  have  to  remember  that  the  Farmers  Home  Administration 
is  a  lender  of  last  resort.  The  Farmers  Home  Administration  tends 
to  deal  with  people  who  are  innocents  on  the  edge  of  disaster 
anyway.  When  hard  times  come,  they  are  the  first  to  feel  it. 

Even  though  the  delinquency  rate  right  now  may  be  running  a 
little  bit  over  25-percent  nationally,  I  think  it  is  very  important  for 
the  Congress  to  realize  that  in  terms  of  actual  losses  to  the  pro- 
gram the  loss  of  principal  in  the  history  of  the  Farmers  Home  Ad- 
ministration program  is  less  than  1  percent.  In  fact,  it  is  .14  per- 
cent. 

If  one  were  to  take  all  of  the  inventory  property  that  the  Farm- 
ers Home  Administration  currently  has,  liquidate  that  property 
today  and  write  off  the  losses  from  that  property,  it  would  amount 
to  less  than  1  percent  of  their  production.  While  loan  servicing  is 
certainly  important,  I  think  that  it  is  also  important  for  Farmers 
Home  to  continue  to  make  loans  as  well. 

In  this  fast-changing  world  I  believe  there  are  precious  few 
things  that  seem  to  be  worth  preserving  today  and  I  would  like  to 
offer  a  couple  to  you  in  conclusion.  I  think  the  first  thing  worth 
preserving  is  the  principle  that  there  is  nothing  wrong  with  help- 
ing the  poor.  There  is  nothing  wrong  with  people  acting  in  a  collec- 
tive body  called  the  Federal  Government  to  pool  their  resources  to 
provide  assistance  to  those  who  are  unable  to  provide  for  them- 
selves. I  think  we  need  to  continue  to  remind  ourselves  of  that. 

Second,  a  structure  that  provides  decent,  affordable  housing  is 
also  worth  preserving,  and  I  believe  worth  pa3dng  for.  These  pro- 
grams and  assistance  have  been  forged  by  the  wisdom  of  Congress 
over  more  than  a  30-year  period,  and  it  is  unconscionable  to  try  to 
do  away  with  them  in  a  few  months  time  period  without  providing 
any  suitable  alternatives. 

The  Farmers  Home  Administration,  even  though  we  knock  and 
we  have  our  quarrels  with  them,  is  an  excellent  institution  for  deli- 
vering housing  to  rural  communities.  Their  programs  have  proven 
to  be  extremely  effective  over  the  years.  We  would  like  to  fine  tune 
them  a  little  bit  now  and  then,  but  basically  it  is  a  very  effective 
organization  and  it  needs  to  be  preserved. 

And  Mr.  Lowry,  I  am  afraid  that  in  this  budget  what  we  are 
facing  is  perhaps  the  elimination  of  that  very  fine  agency. 

Thank  you  very  much. 

[Mr.  Wilson's  prepared  statement,  on  behalf  of  the  Housing  As- 
sistance Council,  follows:] 
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TESnHOHT  OP 

BAROLD  O.  WILSOH,  EXECUTIVE  DIRECTOR 
BOOSIHG  ASSISTAHCE  COONCIL 

Mr.  Chairaan,  ay  name   is  Barold  O.  Wilson  and  I  am   the 
Executive  Director  of  the  Bousing  Assistance  Council.   The 
Bousing  Assistance  Council  is  a  national  nonprofit  housing 
technical  assistance  organization  vhich  seeks  to  assist  in  the 
provision  of  housing  for  low  incose  rural  families  by  providing 
technical  assistance  and  seed  aoney  loan  funds  to  rural 
development  organizations.  The  Council  has  been  in  operation  for 
over  ten  years,  and  never  have  ve  seen  such  sweeping  changes  that 
will  impact  adversely  on  the  poor  as  we  see  at  the  current  tine. 

In  our  testimony,  we  will  review  some  of  these  changes  and 
attempt  to  assess  their  impact  on  the  rural  poor  and  the  rural 
housing  delivery  net%#ork. 

The  proposals  we  face  are  reflective  of  a  broad  theme  that 
is  now  familiar  to  all  of  us:   simply  stated,  the  Federal 
government  is  getting  out  of  the  housing  assistance  business. 
The  BUD  budget  for  FY' 83  testifies  to  this  attitude  with  the 
elimination  of  the  FY* 82  pipeline  and  virtually  all  of  the 
assisted  housing  for  FY' 83  except  for  a  minimal  number  of 
vouchers  and  a  small  rehab  block  grant  program.   In  eK^dition, 
if  we  can  believe  the  message  of  the  FY* 83  budget  document 
entitled  Major  Themes  and  Additional  Budget  Details  and  the 
recommendations  of  the  rural  task  force  of  the  President's 
Commission  on  Bousina,  we  are  facing  the  virtual  elimination  of 
the  Farmers  Bome  Administration  housing  programs. 

The  budget  is,  in  fact,  a  pre-budget  and  forerunner  of  a 
zero  level  rural  housing  request  for  FY  1984.   Its  Major  Themes 
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document  states  that  the  Administration  intends  to  reduce 
dependence  on  the  Federal  Government  as  a  supplier  of  credit; 
that  rural  areas  are  adequately  served  by  private  credit  markets; 
and  that  the  Farmers  Home  Administration  shall  not  be  viewed  as  a 
major  lender  for  rural  housing.   It  indicates  that  truly  needy 
households  will  be  the  primary  beneficiaries  of  the  rural  housing 
programs  (what  is  left  of  them). 

We  would  point  out  that  there  is  an  inherent  contradiction 
in  claims  of  intention  to  serve  the  most  needy  which  accompany 
proposals  to  obliterate  the  few  programs  that  have  served  them  in 
the  past.    FmHA  is  requesting  no  rental  assistance  units  for  new 
projects  in  fiscal  year  1983,  thus  preventing  the  poor  from 
becoming  tenants  in  units  provided  during  that  year.  The  effects 
are  aggravated  by  the  loss  of  HUD's  Section  8  new  construction 
with  its  rural  set-aside  of  units. 

Moreover,  FmHA  has  already  removed  weighted  priorities  from 
the  Section  502  regulations.  Those  priorities  would  provide 
assurance  of  a  first  chance  at  approval  for  families  with  incomes 
at  or  below  50  percent  of  area  median  income,  and/or  for  those 
living  in  substandard  housing.  We  remind  you  that  Section 
517(0) (2),  enacted  in  1979,  requires  that  "to  the  extent 
practicable,"  30  percent  of  FmHA  program  funds  serve  those  at  or 
below  50  percent  of  area  median  income. 

The  Housing  Assistance  Council  supports  measures  that  will 
force  FmHA  to  focus  rural  housing  resources  to  the  "truly 
needy".  We  support  the  provision  in  HR  5731  which  maintains  the 
current  level  of  rental  assistance,  and  requires  that  $173 
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■illion  of   the  authorization  be   for   new  projects,   as   one  aeans   of 
focusing  on   the   truly  needy.      Additionally  we   urge   that   you 
specify  the  use  of  5  year  contracts,   as  outlined   in   the 
Adainistration  budqet,   so   that   approxiaately   16,600  new  rural 
rental   and   farm  labor  housing  units  can  be   assisted.     HAC 
strongly  urges  you  to  adopt   legislation   that  will   coBg>el  PnHA   to 
focus   the   Section  502  and   Section  SIS  programs  on   those   with 
incomes   at  or   below  SO  percent  of   area  median   income,   or   living 
in  substandard  housing.     Appendix  D  is  a  sample  of  such 
legislation.     We  certainly  have  good   reason   to  believe   that   the 
spirit  of  Section  517(0)(2)   can  only  be   accomplished   through 
specifically  legislated   priorities.     Appendix   C  to   this   testimony 
provides  you  with  an  analysis  of   the  agency's   517(0 )( 2)    record 
for   fiscal    1981   and   the   first  quarter  of    1982.      Only   13.9  percent 
of    the   502  loans  were  made   to  very  low  income   families    in    1981 
and   this  dropped   to   10.6  percent    in    1982. 

A  second   theme  suggests   that   rural   areas  generally  are 
adequately  served   by  private   credit  markets.      The   Housing 
Assistance  Qjuncil   challenges   this   assumption   by  0MB.     Credit 
gaps   in   rural   areas  dictate   continuing   the   PmHA  direct  delivery 
system.      Approximately  one-half  of  all  rural   counties   have   no 
savings  and   loan   institutions;   many  of   those   present   are    in 
financial  difficulty.      HUD-FHA  insured   lending    in   rural    areas 
accounts   for   less   than   2%  of   its  overall   activity.      The   FmHA 
delivery  net%#ork  is   the  only  system  which   reaches   low-  and 
moderate- income  households   in   rural   areas.     Regardless  of   a 
decrease   in  market    interest   rates,    rural    lo**-income  households 


Digitized  by  VjOOQIC 


490 


will  continue  to  need  RnHA*s  loan  proarams  in  order  to  afford 
decent  housing. 

Even  if  private  credit  institutions  were  eK^equately  serving 
rural  areas,  a  supposition  contradicted  by  sagging  rural  building 
starts  and  sluggish  real  estate  sales,  most  families  within  the 
PmHA  eligible  income  populations  could  not  afford  to  borrow  from 
them,  even  at  the  level  of  interest  prevailing  a  decade  ago.   In 
fact,  throughout  the  history  of  FmHA,  credit  institutions  have 
never  adequately  served  individual  mortgage  needs  in  rural  areas. 

The  average  1981  PmHA  Section  502  borrower  had  a  gross 
income  of  $10,638,  and  38.5  percent  of  those  borrowers  had 
incomes  below  $10,000.   Their  downpayment  averaged  $660  and 
16,418  borrowers  made  no  downpayment  at  all.   Surely  the 
Administration  does  not  expect  the  Congress  to  believe  that  the 
private  credit  market  can  and  will  serve  these  families.  You 
need  only  ask  the  nearest  banker.  We  do  not  want  PmHA  to  compete 
with  private  credit,  but  it  should  remain  the  lender  of  last 
resort. 

PmHA  has  assembled  living  cost  data  which  points  out  the 
financial  difficulties  faced  by  families  seeking  housing  and 
whose  incomes  are  $10,000  or  below.   Por  the  family  with  an 
adjusted  income  of  $10,000  (and  gross  of  $11,574),  food, 
transportation,  non-real  estate  taxes  and  other  costs  total 
$8,978.   This  leaves  a  balance  of  $2,596  for  all  shelter  costs. 
Even  with  a  1  percent  mortgage  such  a  family  must  trim  $709  from 


Digitized  by  VjOOQIC 


491 


this  budqet  to  afford  the  average  new  502  dwelling,  at  1981 
costs. 

Af fordability  must  be  of  paramount  consideration  when 
assessing  parameters  for  the  rural  housing  programs.  The  averaae 
FmHA  borrower  has  an  income  which  limits  flexibility  in  housing 
choice  and  payments.  With  this  in  mind  we  recommend  that  you 
revise  HR  5731  to  eliminate  the  30  percent  tenant  payment 
requirement.  At  the  very  least  we  ask  you  not  to  reauire  30 
percent  of  those  with  incomes  at  or  below  50  percent  of  area 
median  income. 

A  third  theme  in  the  ONB  explanation  justifies  the  proposed 
and  drastic  reductions  (67%  overall),  by  noting  that  more  staff 
time  will  be  available  for  counseling  and  supervision.  There  are 
two  issues  raised  with  this  concept.   First,  there  is  a  tendency 
to  cut  staff  as  programs  are  reduced.   Second,  and  more 
important,  there  is  an  unjustified  preoccupation  with  rural 
housing  delinquency  on  the  part  of  both  the  Administration  and 
Congress. 

Delinauency  is  a  manifestation  of  severe  rural  economic 
conditions.   FmHA  borrowers  are  low  on  the  economic  ladder.  They 
have  little  or  no  reserves  and  are  in  the  forefront  of  those 
likely  to  be  furlou^hed  from  employment.   FmHA  has  used  delin- 
quency reduction  to  withhold  Section  502  funds  and  deny  access  to 
pooling  from  19  states,  Puerto  Rico,  and  the  U.S.  Virgin 
Islands.   In  some  states  offices  with  fairly  high  delinquency  are 
not  authorized  to  approve  loans.   Such  edicts  are  made  without 
regard  to  levels  of  unemployment,  or  the  living  conditions  of 
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eligible  applicants.   In  fact,  delinquency,  and  the  loan 
servicing  campaign  has  provided  the  Administration  with  a  perfect 
foil  with  which  to  hold  down  loan  making  (spending).   See 
Appendix  B  which  outlines  activity  for  the  first  5  months  in  FY 
1982.   Only  16.7  percent  of  authorized  funds  have  been  obligated 
after  expiration  of  41.7  percent  of  the  fiscal  year.  At  this 
rate  of  obligation,  less  than  half  of  the  appropriated  funds  will 
be  used . 

Delinquency  percentages  should  not  be  disregarded  and  we 
agree  that  servicing  is  very  important.  Given  our  apparent 
compatibility  with  0MB  on  this  issue,  we  fail  to  understand  why 
there  is  no  request  for  Section  525  counselinq  funds.  Appendix  E 
is  a  description  of  rural  housing  accounts  and  their  status.  The 
write-off  category  is  most  important.  Since  FmHA  inception 
through  September  30,  1982  only  0.14  percent  of  principal  has 
been  written  off.  Moreover,  even  if  all  its  current  inventory 
were  to  be  lost,  it  would  amount  to  less  than  1%  of  all  FtaHA's 
outstanding  principal. 

The  Bousing  Commission  goes  further  than  0MB  and  recommends 
that  the  Farmers  Bome  Administration's  interest  subsidies  be 
given  to  the  state  as  a  block  grant  primarily  for  rehabilitation 
activities;  that  no  more  interest  credit  be  made  available  on 
loans;  that  FmBA  should  support  the  substitution  of  private 
credit  for  Federal  assistance;  and  that  FmBPi   should  contract  out 
its  lending  and  debt  servicing. 
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Add  all  this  to  the  elimination  of  the  Community  Services 
Administration  and  the  cuts  in  other  social  programs,  and  it 
becomes  clear  that  the  very  poor  of  our  society  are  not  on  the 
agenda  of  the  Federal  government  in  any  positive  way.   Indeed  the 
ancient  parable  is  beina  played  out  all  too  well  that  says:   "To 
him  who  has  much,  much  shall  be  given  and  to  him  who  has  little, 
even  the  little  that  he  has  shall  be  taken  away." 

The  Housing  Assistance  Council  recommendations  for  FmHA 
authorizations  are  essentially  at  the  FY  1982  levels  (with  the 
exception  of  Sec.  523,  see  below)  .  They  provide  for  continuation 
of  the  programs  while  Congress  can  perform  indepth  aissessments  on 
the  extent  of  the  Federal  role  in  housing.  We  firmly  believe 
that  both  a  strong  Federal  role  and  maintenance  of  the  FmHA 
delivery  system  are  necessary  for  poor  people  and  for  the  well 
being  of  rural  America.  Our  recommendations,  in  table  form, 
appear  in  Appendix  A. 

The  most  important  FmHA  housing  program  is  rental  assis- 
tance. The  use  of  rental  assistance  permits  the  agency  to  serve 
lower  income  families,  elderly  and  farmworkers  through  the 
Section  515  Rental  Program  and  the  Section  514/516  Farm  Labor 
Housing  Program.  Without  it,  the  Section  515  program  fills  a 
need,  but  not  that  of  the  truly  needy.   The  Administration 
essentially  proposes  only  enough  rental  assistance  for  renewal  of 
expiring  contracts.   It  signals  the  end  of  the  use  of  FmHA  rental 
programs  for  the  very  low  income.  We  urge  you  to  support  the 
level  in  HR.  5731. 
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No  group  of  American  workers  continually  earn  less  than  farm 
laborers.  While  excessive  unemployment  has  proved  devastating  to 
far  too  many  American  families,  farmworkers  face  economic  and 
social  privation  on  a  day  to  day,  year  to  year  basis.  The  PmHA 
Farm  Labor  Housing  program  is  no  substitute  for  improved  income. 
It  has  also  been  no  resounding  success  in  terms  of  total  housing 
units  produced.   The  FY  1983  production  (1090  in  the 
Administration  budget,  1303  in  the  National  Rural  fiousing 
Coalition  alternative  proposal)  is  meager  in  the  face  of  the 
756,196  farm  labor  housing  units  needed  that  do  not  now  exist, 
but  is  still  important.   FmHA  will  soon  publish  final  seasonal 
housing  standards  for  the  program.   These  together  with  the 
availability  of  rental  assistance,  will  improve  its  ability  to 
serve  migrant  %#orkers.  We  urge  you  to  continue  supporting  the 
program  in  spite  of  FmHA's  past  low  level  of  commitment  to  fully 
using  it  for  production. 

The  fiousing  Assistance  Council  deplores  attempts  to  end  the 
PmHA  Self-Help  Housing  Program,  and  applauds  support  for  it  in  RR 
5731.   Self-Help  Housing  provides  three  important  services  to 
rural  America.   First  it  reduces  income  af fordability  for  the 
Section  502  program.   Second,  it  does  so  at  approximately  $9,200 
less  per  unit  than  average  newly  constructed  units  in  the  same 
areas.  T^ird,  it  requires  less  interest  credit  than  regular  502 
loans.  The   cost  of  Section  523  Technical  Assistance  Grants  per 
unit  is  offset  by  the  reduction  in  interest  credit  subsidy  in 
approximately  5  years. 
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The  obvious,   and  most  American,   benefit  of   the   Self-Help 
program   is   people  working   hard   to  help  themselves.     The   PmHA 
program  is   a  true   self-help  concept  where   family  labor  does 
materially  reduce   the  cost  of  housing.      It    is  difficult   for   us   to 
understand   how  such   a  program   is   not   in  the  public   interest. 

The   1983  budget  proposal   would   reduce   the   Section  502  level 
from  $2,743  billion   to  $900  million.     We  cannot   argue   that   this 
program  will   serve   the   lower   income  levels  made   possible  by 
combining   Section   515  or   514/516  with   rental   assistance,  or 
through  the  Section   504  very  low- income  loan  and  grant  program. 
However,    13.9  percent  of   the   FY   1981    502  loans  did   serve  very  low 
income  families   and   with  previously  suggested   targeting 
legislation   PmHA  could    improve  on   that  record. 

A  more   necessary  consideration  for   the  coming   fiscal  year   is 
the   importance  of  the  502  program  to  rural   builders.     The  present 
lack  of  housing   activity   is  directly  due   to   interest   rates.     TO 
cut   almost   55,200  units   at   a   time  when  rural   home  builders  are 
suffering  severely  seems  incomprehensible •     The  agenda  of  the 
Housing  Assistance  Council   and   the  horoebuilders  may  vary  on  some 
issues,   but  we  vigorously  support   the   necessity  of   a  healthy 
building   industry. 

No  program  is   any  better   than  FtaHA's  complete  delivery 
system,    already  in  place,   and   the  only  credit   delivery  system  for 
remote  areas.     The  Administration  proposes   to  continue   the  farm 
programs  which   also  rely  on   the  county/district  office   network; 
it  would  be  an  obvious  waste  to  not  make  use  of   the  system  for 
those  other   credit   needs  which  will   not  be  met  by  the  private 
sector. 
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Concerning  HUD  programs,  another  of  this  year's  discouraging 
developments  has  been  the  regulatory  weakening  of  the  Small 
Cities  block  grant  program,  in  the  past  the  most  flexible  rural 
low-income  housing  resource.   HUD's  latest  regulations,  due  to  be 
published  as  final  on  April  1,  are  an  improvement  over  its 
Interim  Rule,  but  are  still  grossly  inadequate  to  prevent  the 
possibility  that  the  program  could  become  little  more  than 
general  revenue  sharing,  that  is,  without  defined  eligible 
activities  or  target  population.   Judging  by  their  stated 
intentions,  this  possibility  is  rapidly  becoming  fact  in  several 
states  which  have  chosen  to  administer  the  program  on  a  non- 
competitive basis. 

At  a  minimum,  the  regulations  should  protect  the  statutory 
mandate  that  activities  be  carried  out  "principally  for  those  of 
low  and  moderate  income"  by  requiring  exactly  that  as  a  thresh- 
hold  criterion  for  grant  awards.  And,  while  the  Subcommittee  is 
to  be  commended  for  moving  HUD  closer  to  a  standard  definition  of 
"low  and  moderate  income",  the  language  is  still  confusing  and 
begs  for  clarification  in  law.   Together  with  the  lack  of  other 
prescriptions  for  use  of  funds,  the  confusion  that  might  be 
anticipated  makes  imperative  that  there  be  provision  for  vigorous 
monitoring  and  a  Small  Cities  oversight  hearing  at  the  end  of  the 
program  year. 

Moreover,  given  the  present  economic  environment  with 
housing  starts  at  historic  lows,  we  also  see  the  need  for  a 
Nultifamily  Housing  Production  Program.   However,  we  are 
disturbed  by  the  shift  in  funds  from  providing  low-income  or  even 
moderate  income  housing,  to  providing  the  market  rate  housing 
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that  this  program  represents.  We  recommend  that  40%  (double  the 
HR  5731  requirement)  of  the  units  be  occupied  by  persons  and 
families  whose  income  does  not  exceed  80  percent  of  the  area 
median  income  and,  that,  of  this  amount  and  to  the  extent 
practicable,  30%  be  occupied  by  persons  and  families  whose  income 
does  not  exceed  50%  of  area  median. 

Further,  there  is  no  specific  allocation  of  funds  for 
nonmetro  areas,  which  have  only  32%  of  the  population  but  38%  of 
the  poverty  and  64%  of  substandard  housing  (measured  by  the  lack 
of  some  or  all  plumbing  facilities).   Three-foyrths  of  this 
substandard  housing  is  in  rural  communities  of  under  2500.  We 
urge  that  a  third  or  at  a  minimum  25%  of  the  Nultifamily  Housing 
Production  Program  funds  be  allocated  to  nonmetropolitan  areas 
and  that  75%  of  these  funds  be  allocated  to  the  rural  communities 
of  under  2500. 

As  the  Committee  is  well  aware,  "subsidy"  is  an  unpopular 
word  in  Washington  today  as  long  as  it  is  used  to  refer  to 
benefits  for  the  poor.  When  they  are  for  others  however, 
subsidies  are  called  incentives  and  appear  to  be  quite 
acceptable.  We  would  like  to  suggest  then  that  what  the  poor 
need,  if  they  are  goinq  to  live  in  decent  affordable  housing, 
are  "incentives";  in  fact  they  need  deep  incentives  or  some  form 
of  assistance  that  will  allow  them  to  pay  the  difference  between 
what  decent  housing  costs  and  what  they  are  able  to  afford  out  of 
their  own  incomes. 
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In  this  fast  chanaing  world  their  are  precious  few  things 
worth  preserving  but  we  would  like  to  sugaest  a  few  to  you: 
1  )  the  first  thing  %#orth  preserving  is  the  principle  that  tSiere 
is  nothing  wrong  with  helping  the  poor.   There  is  nothing  wrooa 
with  people  acting  in  a  collective  body  called  the  Federal 
government  to  provide  assistance  to  those  «Ak>  are  unable  to 
provide  for  theaselves. 

A  structure  that  provides  decent  affordable  housing  is  also 
worth  preserving  and  worth  paying  for.  Tliese  prograas  and  assis- 
tance have  been  forged  by  the  wisdoa  of  the  Congress  over  a 
thirty  year  period  and  it  is  unconscionable  to  try  to  do  away 
with  the«  in  a  few  xonths  without  providing  any  suitable  altema* 
tives.   Finally,  if  the  rural  poor  are  going  to  receive  the 
assistance  that  they  need,  then  it  is  vitally  necessary  that   a 
bc;3Sing  delivery  aechanisx  be  preserved  that  will  deliver  hooslzig 
services  to  the  reaote  rural  areas  of  our  country.   T9se  present 
rural  delivery  network  has  been  in  the  process  of  developMent  for 
ever  *5  years  now  and  it  would  be  a  tragedy  to  see  tiiat  already 
crippled  delivery  systex  elisinated  at  this  ti»e. 
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Appendix   B 


FARMERS    HOME    ADMINISTRATION 

RURAL    HOUSING    OBLIGATIONS    FY    1982 
USE    THROUGH    FIRST    FIVE    MONTHS 

(Dollars    in   Thousands) 


41.7%  (a) 

PROGRAM 

APPROPRIATION 

APPROPRIATION 

OBLIGATED 

PERCENTAGE 

2/28/82 

OBLIGATED 

502  Subsidized 

S  2 

,300,000 

$ 

959,100 

$   539,425 

23.5% 

502  Un-subeidized 

430,000 

179,310 

48,429 

U.3% 

504  Loans 

24,000 

10.008 

3,480 

14.5% 

504  Grants 

17,257 (b) 

7,196 

3,852 

22.3% 

514  FLH  Loans 

25,600 

10,675 

2,336 

9.1% 

516  FLH  Grants 

31,863  <<=> 

13,287 

210 

.7*'*' 

515  RRH 

940,000 

391,980 

31,400 

3.3% 

523  T.A. 

4,773 <b) 

1,990 

1,266 

26.5% 

523  Site 

1,146 

478 

260 

22.7% 

524  Site 

5,000 

2,085 

0 

0 

TOTALS* 

S  3, 

,779,639 

$ 

1,576,109 

$  630,658 

16.7% ^•J 

RENTAL  ASSISTANCE 

$ 

398,000 

$ 

165,966 

$   53,488 

13.4%^^' 

(a)  41.7%  ■  approxiaatel/  5/12  of  the  appropriation 

(b)  Includes  carryover  funds  fron  FY  1981 

(c)  Includes  carryovar  froa  FY  1981,   but: 

(1)  Administration  calculates  balance  at  32,728,  and 

(2)  On  Feb.   10,   1982  filed  for  a  deferral  of  10,728,   leaving 
balance  available  of  2ZO00     41.7%  of  22,000  «  9,174 

(d)  Based  on  $22,000  available,  percentage  «   .95% 

(e)  Percentage  of  funds  obligated  after  5  months  •■  16.7% 

(f)  Percentage  R.A.  units  obligated  after  5  months  •■  14.7% 
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FmHA  RECORD  FOR  REACHING  THE  GOAL  OF  30% 
OF  FUNDS  TO  THOSE  BELOW  50%  OF 
AREA  MEDIAN  INCOME 
FY  1981 


1-  Section  502^*) 


Total  Dollars 
Below  50%  Dollars 
Percentage  Below  50% 


$  2,589,329,000 
341,262,000 
13.2% 


2-  Section  504 

Loans  and  Grants 


Total  Dollars 
Below  50%  Doll2u:s 
Percentage  Below  50% 


40,614,000 
33,569,000 
82.7% 


3-  Section  514/516 


Total  Dollars 
Below  50%  Dollars 
Percentage  Below  50% 


29,066,000 
29,066,000^^^ 
100% 


4-  Section  515 


Total  Dollars 
Below  50%  Dollars 
Percentage  Below  50% 


864,765,000 
403,845,260^°) 
46.7% 


5-  Total  4  programs 


Total  Doll2u:s 
Below  50%  Dollars 
Percentage  Below  50% 


$  3,523,774,000 
$    807,742,260 
22.9% 


(a)  From  FmHA  report  code  638 

(b)  HAC  assumption  that  all  farmworkers  served  are  under  50% 

(c)  Based  on  percentage  of  1981  units  with  Rental  Assistance 

and  Section  8  (total  -  29,500,  R.A.  4,852,  Sec.  8  -8,910-46.7%) 
Sec.  8  -  Reservations  for  1981. 


Digitized  by  VjOOQIC 


503 


Percent  of  502  and  504  loans  made  to  those  under  50%  of  area 
median  income  in  FY  1981  (Report  code  638) 


502 

504  ( Loans 6Gr ants) 

TOTAL 


Total  Loans 

Under  50% 

Percentage 
Under  50% 

87,415 

12,127 

13.9% 

13,486 

11,426 

84.7% 

100,901 

23,553 

23.3% 

Percent  of  FmHA  Section  502  Loans  and  Section  504  Loans  and 
Grants  to  those  at  or  below  50%  of  area  median  income 
(First  Quarter  FY  1982) 


Total 

Below  50% 

Percent 
Below  50% 

1- 

Section  502 

Number  of 

loans 

12,496 

1,327 

10.6% 

Dollars 

$352,367,000 

$33,419,000 

9.5% 

2- 

Section  504 
and  Grants 

Loans 

Number 

1,323 

1,054 

79.7% 

Dollars 

$   4,020,000 

$  3,087,000 

76.8% 

3- 

Total  502  6 

504 

Number 

13,819 

2,381 

17.2% 

Dollars 

$356,387,000 

$36,506,000 

10.2% 

NOTE:   First  quarter  figures  are  poorer  than  for  FY  1981.   The  combined 
502  and  504  loan  numbers  were  at  23.3%,  and  the  dollars  at  14.3% 
for  FY  1981.   The  new  figures  show  a  performance  decline  of  6.1% 
and  4.1%  respectively.   HAC  anticipates  improvement  in  Section 
504  when  the  new  eligibility  guidelines  are  made  final. 
Unfortunately,  without  priorities,  we  see  no  improvement  for 
Section  502. 

Source:  FmHA  Report  Code  638 
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Appendix  D 

Section  510  of  the  Housing  Act  of  1949  is  amended  as 
follows: 

Subsections  (h) ,  (i)  and  (j)  are  redesignated  subsec- 
tions (i) ,  (j)  and  (k)  respectively  and  a  new  subsection 
(h)  is  inserted  as  follows: 

"  (h)  issues  rules  which  will  be  effective  not  later  than 
180  days  after  the  date  of  enactment  hereof,  which  shall 
assure,  to  the  extent  practicable,  that  assistance  under 
this  Title  go  to  applicants  most  in  need.   In  this  regard, 
such  rules  shall  provide  that  applications  for  assistance 
from  households  with  the  lowest  incomes  and  most  severe 
housing  problems  receive  priority  consideration  for 
assistance.   In  determining  which  applications  demonstrate 
the  most  severe  housing  problems  the  Secretary  shall  con- 
sider evidence  of  structural  defects  in  the  applicant's 
dwelling,  lack  of  complete  or  adequate  plumbing,  the  extent 
of  overcrowding,  the  existence  of  hazards  to  health  or 
safety,  and  the  number  of  persons  to  be  assisted. 
Applications  should  be  periodically  ranked  and  those  that 
demonstrate  the  greatest  need,  processed  first,  except 
that  any  application  for  assistance  pursuant  to  section 
501(a) (4)  of  this  Title  shall  be  processed  when  it  is  re- 
ceived. " 


Digitized  by  VjOOQIC 


505 


Appendix  E 


FmHA  SECTION  502,  504,  AND  515  RURAL  HOUSING  PROGRAMS, 
A  STATISTICAL  HISTORY  OF  SUCCESS 


The  FmHA  rxiral  housing  programs  have  been  alternately 
praised  as  successful  and  condemned  as  having  uncontrolled 
delinquency.   The  Housing  Assistance  Council  has  examined 
FmHA  accounts  and  concluded  that  the  agency  has  compiled  a 
remarkable  record  (HAC  doubts  that  any  other  agency,  public 
or  private,  has  achieved  any  better  record) ,  particularly  so 
in  light  of  its  legislated  mission.  We  have  developed  data 
in  this  report  which  authenticates  our  assumption. 

In  looking  at  the  FmHA  statistics  it  is  most  important  to 
also  know  who  they  serve. 

1.  FmHA  is  the  lender  of  last  resort.   Its  borrowers  are 
those  unable  to  obtain  private  credit  or  finance 
housing  with  their  own  resources. 

2.  Until  recently,  the  income  limits  for  the  Section  502 
and  515  programs  (Section  504  is  for  very  low  income 
applicants)   %fere  $11,200  (low  income)  and  $15,600 
(moderate  income) .   The  average  adjusted  income  for 
households  receiving  home  ownership  loans  was  $9,601  in 
FY  1981. 

3.  FmHA  borrowers  are   situated  toward  the  low  end  of  the 
economic  ladder.   They  have  little  reserve  capacity  and 
are  quickly  affected  by  economic  do%mturn8.   As  a  group 
they  are  probably  among  the  first  to  be  severed  from 
employment  when  recessions  occur. 

4.  The  FmHA  502  progrzun  constructs  modest  housing.   The 
average  new  house  financed  in  1981  contained  1051  sq. 
ft.  of  living  area  and  cost  $37,222. 
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502   &    504^*^ 

ms 

1,394,655 

7,633 

$17,728,454,985 

$    3,000,557,864 

93,040 

1,466 

2,601,476,640 

864,765,230 

$    1,761,697,678 

962,874,429 

58,673 

1,976,214 

$        166,094,182 
115,558,699 

10,913 

189,156,862 

182,287 

253,986 

373 

25.6%(d) 

5% 

200,457,000 

9,073,000 

1.04% 

.2% 
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I-                FmHA   SECTION   502,    504   AND   515   HOOSIWG  ACCOONT 
XCTW^Ty  ftORIMg  PlggAL  VEAR  1981 

Ttpma 

1.  Number  of  borrowers  9/30/80 

2.  Amount  outstanding  9/30/81 

FY  1981 

3.  Number  of  loans  made 

4.  Dollars  loaned 

5.  Account  transactions 
Total  cash  collections 
(interest  collected) 
Judgements  (prin  •*-  int.) 
Writeoffs  (prin  +  int.) 
Other ^''^  (prin  -»•  int) 

6.  Total  Delinquency  as  of 

9/30/81  (cf 
Number  of  accounts  delinquent 
Percentage  of  accounts  delin* 
quent 

Dollars  delinquent  (overdue) 
Percentage  of  dollars  delin- 
quent 

7.  502  Delinquency  as  of  9/30/81^^) 

Number  of  accounts  delinquent  249,353 
Percentage  of  accounts  delin- 
quent 26% 
Dollars  delinquent  199,809,000 
Percentage  of  dollars  delin- 
quent 1.04% 

8.  504  Delinquency  as  of  9/30/81 

Number  of  accounts  delinquent  4,633 
Percentage  of  accounts  delin- 
quent 15.6% 
Dollars  delinquent             $    648,000 
Percentage  of  dollars  delin- 
quent 1* 

9.  Number  of  Accounts  9/30/81  1,461,492            8,487 

10.  Amount  outstanding  9/30/81   $19,631,386,688    $  3,753,952,478 

(a)  FmHA  report  code  752  (account  transactions)  combines 
Section  502  and  504 

(b)  Other  transactions  include:  transfer  and  assumptions, 
acquired  property  (inventory)  and  default  payments  tp 
lenders  (FmHA  has  a  very  small  guaranteed  502  loan 
portfolio) 

(c)  FmHA  reports  delinquency  in  two  reports  -  report  codes 
580  aind  616.   The  latter  yields  a  higher  delinquency  and 
is  reflected  in  no.  6  above.   The  former  shows  time  in 
delinquency  status  and  does  not  include  as  delinquent 
borro%rers  with  additional  partial  payment  agreements  on 
schedule  or  those  under  moratorium.   502  Data  from  the 
580  reports  is  included  later  in  this  analysis. 

(d)  The  27%  figure  used  by  the  agency  only  includes  monthly 
payment  accounts. 
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II     Cumulative  Write-off  Data  (Since  inception) 

a.  Percent  of  principal  actually  written  off 

502  and  504  -  0.14% 
515         -  0.004% 

b.  Percent  of  interest  actually  written  off 

502  and  504  -  0.04% 
515         -  0.018% 

c.  Ratio  of  cash  repayments  to  write  offs 

Principal: 5 02    191.7  to  1 
515   1122.3  to  1 

Interest:  502   452.7   to  1 
515  4849.9   to  1 

The  above  data  is  a  write  off  comparison  to  the  total 
cumulative  principal  and  interest  advanced  since  inception. 

III.   Section  502  Delinquency  by  time  -  9/30/81 

Monthly  Payment  Borrowers   (report  code  581) 

1.  Number  of  active  borrowers  -  902,692 

2.  Number  Delinquent  210,263 

3.  Percent  delinquent.  23.3% 

4.  Number  with  one  payment  delinquent  79,103 

5  Percent  of  active  borrowers  8.8% 

6  Number  with  two  payments  delinquent         40,396 

7.  Percent  of  active  borrowers  4.5% 

8.  Number  with  three  payments  delinquent  22,496 

9.  Percent  of  active  borrowers  2.5% 

10.  Number  with  delinquent  more  than  three 

payments  67,817 

11.  Percent  of  active  borrowers  7.5% 

Annual  Payment  Borrowers:   (Report  code  583) 

1.  Number  of  active  borrowers  68,575 

2.  Number  delinquent  6,727 

3.  Percent  delinquent  9.8% 

4.  Percent  of  active  borrowers  up  to  1 

year  delinquent  6.8% 

5.  Percent  of  active  borrowers  up  to  1 

year  delinquent  1.5% 

6.  Percent  of  active  borrowers  up  to  2-3 

year  delinquent  .6% 

7.  Percent  of  active  borrowers  over  3  years 

delinquent  .9% 


9»-866    O— 82 38 
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Mr.  LowRY.  Thank  you  very  much  for  an  excellent  statement, 
Mr.  Wilson. 
Mr.  Loza? 

STATEMENT  OF  MOISES  LOZA,  VICE  CHAIRMAN,  NATIONAL 
RURAL  HOUSING  COALITION 

Mr.  Loza.  Thank  you.  My  name  is  Moises  Loza.  I  am  the  vice 
chairman  of  the  National  Rural  Housing  Coalition.  The  coalition  is 
a  private  nonprofit  organization  which  advocates  for  decent  hous- 
ing for  rural  low-income  Americans.  On  behalf  of  our  membership 
I  would  like  to  thank  you  for  this  opportunity  to  appear  before  you. 

I  would  also  like  to  ask  that  the  prepared  statement  be  included 
in  the  record. 

Mr.  LowRY.  Without  objection,  so  ordered. 

Mr.  Loza.  Having  said  that,  I  would  also  like  to  make  a  correc- 
tion on  the  submitted  statement.  On  page  3  on  the  last  paragraph, 
the  second  sentence,  states:  **The  self-help  housing  technical  assist- 
ance program  operated  at  $13.25  million  level  in  fiscal  1981,  is  ex- 
pected to  produce  about  300  units.'*  That  should  read  ''3,000  units." 

The  other  thing  I  would  like  to  do  is  submit  for  the  record  the 
testimony  from  rural  housing  advocates  from  across  the  Nation 
that  was  presented  last  week  at  the  local  impact  hearings  held  in 
conjunction  with  the  National  Rural  Housing  Conference.  Last 
week  we  had  our  membership  meeting  and  well  over  200  people 
came  in  from  across  the  country.  They  prepared  a  variety  of  testi- 
monies giving  different  stories,  given  the  economy  and  given  the 
administration's  policies,  in  different  parts  of  the  country. 

And  I  think  that  the  testimony  that  was  presented  can  be  very, 
very  useful  to  this  committee  in  its  deliberations.  So  with  your  per- 
mission, I  would  like  to  submit  that  for  the  record  as  well. 

Mr.  LowRY.  Without  objection,  so  ordered. 

Mr.  Loza.  We  would  like  to  express  our  concern  about  the  ad- 
ministration's policies,  particularly  the  administration's  budget. 
One  thing  seems  very  clear,  and  that  is  that  this  administration 
seems  intent  on  the  destruction  of  all  housing  production  programs 
for  rural  low-  and  moderate-income  people. 

It  is  for  that  reason  that  we  applaud  your  efforts  with  H.R.  5731. 
We  think  you  are  taking  on  the  fight  that  needs  to  be  taken  on, 
and  we  think  that  the  bill  provides  in  most  areas  an  adequate  level 
of  authority  for  the  rural  housing  programs  under  the  jurisdiction 
of  this  committee. 

As  this  committee  has  heard  before,  there  is  a  continuing  need  in 
rural  America  for  Federal  intervention  to  assist  in  providing  hous- 
ing for  low-income  people.  Over  40  percent  of  the  Nation's  worst 
housing  is  in  rural  areas  and  over  800  rural  counties  have  no  sav- 
ings and  loan  institutions.  Without  the  direct  lending  assistance  of 
Farmers  Home,  there  would  be  virtually  no  lending  for  housing 
and  community  facilities  in  those  rural  areas. 

About  5  percent  of  the  occupied  units  in  urban  areas  are  sub- 
standard, compared  with  about  8.5  percent  in  rural  areas.  The 
numbers  go  on  and  on,  but  the  batsic  fact  is  distressingly  simple: 
About  2.5  million  housing  units  in  rural  America  are  substandard. 
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That  means  that  between  8-  and  10-million  people  live  in  inad- 
equate housing.  Many  cannot  escape  without  Federal  help. 

Further,  the  reduction  in  Farmers  Home  and  HUD  programs 
will  be  the  death  knell  to  rural  homebuilders,  to  many  rural  towns, 
and  most  importantly  to  people  living  in  that  inadequate  housing. 
This  Nation  cannot  afford  not  to  fund  rural  housing  at  an  adequate 
level. 

Generally,  the  National  Rural  Housing  Coalition  recommends 
that  the  fiscal  year  1982  levels  for  Farmers  Home  housing  pro- 
grams be  retained.  Most  of  the  Farmers  Home  programs  have  in 
fact  been  funded  at  about  the  same  level  since  1979.  There  are  a 
number  of  programs  that  we  think  need  some  special  attention, 
and  what  I  would  like  to  do  is  just  highlight  a  couple  of  them  for 
you  here. 

The  coalition  recommends  an  increase  in  funding  for  the  self- 
help  housing  program.  The  self-help  housing  technical  assistance 
frant  program,  otherwise  known  as  section  523,  operated  at  the 
13.25  million  in  fiscal  year  1981,  is  expected  to  produce  about 
3,000  units  of  housing  for  low-  and  moderate-income  families. 

There  are  about  80  organizations  who  received  2-year  grants  to 
conduct  self-help  housing  programs.  These  grants  will  terminate  in 
fiscal  1983.  The  1982  appropriation  of  $3.95  million,  plus  any  addi- 
tional carryover  funds,  will  be  insufficient  to  continue  the  same 
units  level  of  production  or  to  meet  demand  for  new  programs  and 
increased  production. 

More  than  70  grantees,  housing  authorities  and  nonprofit  organi- 
zations across  the  Nation  are  helping  low-  and  moderate-income 
rural  households  save  almost  $9,200  per  house  over  a  contract-built 
home.  In  rural  America,  self-help  housing  is  the  low-  and  moder- 
ate-income person's  only  opportunity  for  homeownership.  To  con- 
tinue the  existing  program  and  fund  applications  on  hand,  we  rec- 
ommend that  an  appropriation  of  $20  million  be  made  available. 

Your  bill,  H.R.  5731,  has  a  $15  million  level  in  it.  While  that  is 
not  what  we  are  recommending,  we  are  glad  to  see  that  you  recog- 
nize the  importance  of  the  program  and,  unlike  the  administration, 
are  not  willing  to  zero  it  out. 

We  also  recommend  that  the  1982  level  for  rental  assistance 
funds  be  kept.  In  order  to  insure  that  the  Farmers  Home  rental 
programs  serve  the  most  in  need,  we  recommend  the  use  of  5-year 
contracts  as  proposed  on  the  following  basis: 

First,  that  $225  million  be  used  for  contract  renewals  and  new 
contracts  in  existing  projects.  That  represents  about  21,000  units. 

That  $175  million  be  used  specifically  for  contracts  in  newly  con- 
structed projects.  That  is  about  16,000  units. 

Of  the  16,000  units,  that  1,000  be  designated  for  priority  use  in 
the  farm  labor  housing  program. 

That  the  tenant  contribution  for  rural  rental  housing  be  main- 
tained at  current  levels,  that  is  25  percent  of  adjusted  income. 

We  also  recommend  that  $5  million  be  made  available  in  the  sec- 
tion 525  program. 

For  almost  20  years,  the  Department  of  Labor  has  funded, 
through  CBTTA,  30  nonprofit  organizations  and  public  housing  au- 
thorities operating  in  20  States  to  plan,  package  and  construct 
Farmers  Home  and  HUD-financed  housing  for  migrant  and  season- 
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al  farmworkers.  With  the  enactment  of  a  new,  reduced  Federal 
manpower  program,  it  is  unlikely  that  the  resources  will  be  availa- 
ble to  continue  this  program.  We  recommend  that  $5  million  be  au- 
thorized for  section  525  and  that  report  language  be  added  setting 
€iside  50  percent  of  these  funds  for  farmworker  housing  technical 
assistance. 

We  have  a  variety  of  other  recommendations  which  are  in  the 
written  testimony  that  you  can  review  at  your  own  discretion. 

Thank  you  very  much. 

[Mr.  Loza  submitted  the  following  material  for  inclusion  in  the 
record:  A  prepared  statement  on  behalf  of  the  National  Rural 
Housing  Coalition;  the  testimony  of  rural  housing  advocates  at  a 
local  impact  hearing  held  in  Washington,  D.C.,  on  March  11,  1982; 
and  a  letter,  dated  April  20,  1982  from  Leslie  Strauss,  administra- 
tor of  the  National  Rural  Housing  Coalition,  with  attached  state- 
ments of  the  United  Mobilehome  Co-op  and  Citizens  for  Low-Cost 
Housing,  the  Lake  Community  Development,  Inc.,  the  Crow  Tribal 
Housing  Authority,  the  Hoh  Indian  Tribe,  the  Blackfeet  Indian 
Housing  Authority,  the  Turtle  Mountain  Band  of  Chipewa  Indians, 
and  the  Northern  Arapahoe  Tribe  of  the  Wind  River  Reservation. 
The  material  follows:] 
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Statement  of  Moises  Loza 

Vice  Chairman,  National  Rural  Housing  Coalition 

Before 

The  Housing  and  Community  Development  Subcommittee 

of  the 

House  Bajiking,  Finance  and  Urban  Affairs  Committee 

March  16,  1982 


Mr.  Chairman,  my  n2uae  is  Moises  Loza  and  I  am  the  Vice  Chairman  of 
the  National  Rural  Housing  Coalition  (NRHC)  a  private,  nonprofit 
organization  which  advocates  for  decent  housing  for  rural  low- 
income  Americans.   On  behalf  of  our  membership  I  want  to  thank 
you  for  the  opportunity  to  appear  before  you  today. 

In  addition  to  my  written  statement  I  would  like  to  submit  for  the 
record  the  testimony  from  rural  housing  advocates  from  across  the 
nation  that  was  presented  last  week  at  the  local  impact  hearings 
held  in  conjuction  with  the  National  Rural  Housing  Conference. 

The  Administration's   Fiscal  '83  Budget  Request 

We  are  here  today  to  express  our  deep  concern  about  the  Administra- 
tion's FY' 83  budget  request  for  the  rural  housing  and  community 
facilities  programs  of  Farmers  Home  Administration  (FmHA)  and  the 
assisted  housing  progrzuns  of  the  Department  of  Housing  and  Urban 
Development  (HUD) .   The  Administration  has  set  out  on  a  clear 
course:  destruction  of  all  housing  programs  for  low  and  moderate 
income  people.   If  the  FY' 83  budget  request  is  approved,  we  believe 
that  the  next  step  will  be  to  dismantle  FmHA  and  the  remaining 
housing  programs. 
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w«  applaud  your  position  in  the  face  of  this  onslaught.      The  bill 
that  you  introduced  provides,    in  most  areas,    an  adequate  level  of 
authority  to  the  rureil  housing  prograns  under  the  jurisdiction  of  this 
cxxiuiitee. 

Rural  Housing  Need 

Mr.  Chairman,  as  you  know  there  is  a  continuing  need  in  rural 
America  for  the  federal  government  to  assist  in  providing  housing 
for  low  income  people.   Over  40%  of  the  nation's  worst  housing  is 
in  rural  areas,  and   over  800  rural  counties  have  no  savings  and 
loan  institutions.   Without  the  direct  lending  assistance  of  FmHA 
there  would  be  virtually  no  lending  for  housing  or  community 
facilities.   About  5%  of  the  occupied  units  in  urbem  areas  are 
substandard,  while  8.5%  of  the  occupied  units  in  rural  areas  are 
substandard. 

The  numbers  go  on  and  on,  but  the  basic  fact  is  distressingly 
simple.   Almost  2.5  million  housing  units  in  rural  areas  are 
substandard;  that  meems  that  between  8  and   10  million  people  live 
in  inadequate  housing.   They  cannot  escape  without  federal  help. 
Further,  the  reduction  in  FmHA  and  HUD  programs  will  be  the  death 
knell  to  rural  home  builders,  to  many  rural  towns  and,  most 
importantly,  to  people  living  in  inadequate  housing.   This  nation 
cannot  afford  not  to  fund  rural  housing  at  an  adequate  level. 
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NRHC  FY  83  Reconmendations 
FmHA 

Generally,  NRHC  recommends  that  FY  *82  levels  for  FmHA  housing  pro- 
grams be  retained.  Most  FmHA  housing  programs  have  been  funded  at 
about  the  same  levels  since  1979.   (See  dollar  levels  in  the  attach- 
ment.) A  significant  reduction  in  units  has  already  occurred,  as 
represented  in  the  figures  below: 


FY  79 

FY  82 

FY  83 
AOMIN 

FY  83 
■  NRHC 
RECOMMENDATION 

Section  502       110,382 

83,771 

20,100 

75,366 

Section  515        38,650 

30,178 

5,740 

27,434 

Some  FmHA  programs  will  need 

special  attention 

NRHC  recommends  an  increase  in  fxinding  for  Self  Help  Housing. 

The  Self  Help  Housing  Technical  Assistance  Grant  Program  (Section  523) 
operated  at  $13.25  million  level  in  FY  81,  is  expected  to  produce 
about  300  units  of  housing  for  low  and  moderate  income  feunilies. 
Almost  80  organizations  received  2  year  grants  to  conduct  Self  Help 
Housing  programs.   These  grants  will  terminate  during  FY  83.   The 
FY  82  appropriation  of  $3.95  million  plus  any  additional  caurryover 
fxinds  will  be  insufficient  to  continue  the  same  units  level  of 
production  or  to  meet  demzrnd  for  new  progr2uiis  and  increased 
production . 
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More  than  70  grantees,  housing  authorities  2md  non  profit  orgimiza- 
tions  across  the  nation  are  helping  low  and  moderate  income  rural 
households  save  almost  $9,2  00  per  house  over  a  contractor  built 
Section  502  house.   In  rural  America,  Self  Help  housing  is  the  low 
and  moderate  income  person's  only  opportunity  for  home  ownership. 
To  continue  the  existing  program  and  fund  applications  on  hand, 
NRHC  recommends  an  appropriation  of  $20  million. 

NRHC  recommends  the  FY  82  level  for  Rental  Assistimce  funds. 

In  order  to  ensure  that  FmHA  rental  prograims  (Sec.  515  and  Sec.  514/ 
516)  do  serve  the  most  in  need,  NKHC  recommends  the  use  of  5  year 
contracts,  as  proposed,  and  on  the  following  basis: 

-  $225  million  for  contract  renewals  and  new  contracts 
in  existing  projects.  (21,350  units) 

-  $175  million  specifically  for  contracts  in  newly 
constructed  projects.  (16,610  units) 

-  of  the  16,610  units,  1,000  be  designated  for  priority 
use  in  the  514/516  Farm  Labor  Housing  prograim. 

-  that  FmHA  be  prohibited  from  requiring  a  dual  market 
for  new  Farm  Labor  Housing  projects  that  will  utilize 
rental  assistance. 

-  that  the  tenant  contribution  for  mral  rental  housing 

be  maintained  at  current  levels,  that  is  25%  of  adjusted 
income. 
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Nl^C  reconmends  $5  million  for  Section  525. 

For  almost  20  years »  the  Department  of  Labor  has  funded,  through 
CETA,  30  non  profit  organizations  and  public  housing  authorities 
operating  in  20  states,  to  plan,  package  and  construct  FmHA  and 
HUD  financed  housing  for  migrant  and  seasonal  farmworkers.  With 
the  enactment  of  a  new,  reduced  federal  manpower  progrsun,  it  is 
unlikely  that  the  resources  will  be  availzd^le  to  continue  this 
progrsun.   NRHC  recommends  that  $5  million  be  authorized  for 
Section  525  and  that  report  limguage  be  added,  setting  aside  50% 
of  these  funds  for  farmworker  housing  technical  assistance. 


-  NRHC  recommends  that  the  owner's  contribution  on  Section  502 
FmHA's  homeownership  program  be  retained  at  20%  of  adjusted  annual 
income  for  PITI. 

NRHC  recommends  that  FmHA  staffing  levels  be  increased  to 
FY  81  levels. 

FMHA  staff  was  reduced  by  over  100  positions  in  FY' 82  and  is  slated 
for  further  reductions  in  FY* 83.   The  decrease  when  coupled  with 
increased  emphasis  on  delinquencies  has  resulted  in  less  housing 
loan  production.   In  many  county  offices  the  housing  programs  have 
been  shut  dovm  for  months  while  staff  concentrate  on  ' 
delinquent  borrowers.   This  situation  could  also  be  handled  by 
funding  Section  525,  as  recommended  eeurlier,  for  supervisory 
assistance,  and  allow  FmHA  staff  to  return  to  providing  housing 
for  people  in  need. 
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Department  of  Housing  and  Urban  Development 


NRHC  recommends  that,  as  a  minimum,  assisted  housing  levels 
be  returned  to  FY  81  levels. 


HUD  programs  are  an  important  resource  in  providing  decent  af- 
fordzd^le  housing  to  rural  low  income  people.  Over  23%  of  RUD's 
housing  assistance  serves  people  in  non-metro  areas.  Rural  aireas 
lack  standard  units  and  units  suitable  for  rehabilitation.  While 
rent  subsidy  programs  for  existing  housing  can  meet  some  of  the 
need  in  some  rural  areas,  such  programs  must  be  supplemented  with 
housing  production  prograuns. 

NRHC  recommends  adequate  funding  to  preserve  the  present 
stock  of  HUD  assisted  housing,  in  viable  condition,  without 
ruinous  rent  increases. 

NRHC  recommends  producing  the  housing  now  in  the  pipeline, 
including  the  full  FmHA  set-a-side  of  Section  8  units,  as 
rapidly  as  possible  by  overturning  the  proposed  FY  1982 
recessions. 

NRHC  recommends  support  of  production  programs  which  benefit 
lower  income  people.   This  includes  low  rent  public  housing. 
Section  202  housing  for  elderly  amd  handicapped,  amd  other 
approaches  which  are  compatible  with  this  objective. 

NRHC  recommends  that  at  least  10,000  units  of  any  HUD  rental 
assistance  program  be  set  aside  for  use  with  the  FmHA  515 
rental  construction  financing  program. 

NRHC  recommends  FY  '82  levels  for  CDBG  amd  urges  targeting  of 
these  funds  to  low  and  moderate  income  people. 
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ATTACBHENT 


PBflA  ROBAL  aOOSZHG  OMIT  («)  8STZKATIS 
FT  1979-1983 


B0DG8T 

snac 
f  aiiim  [III 

1983 

1979 

1980 

1981 

1982 

1983  "^ 

S02     M  S!tf)«iiHfd 

64,264 

62,739 

61,544 

55,800 

20,100 

61,133 

29,136 

18,918 

7,990 

U,700 

0 

14,233 

S02  IB  Curmt—d 

374 

590 

172 

0 

0 

0 

S04  Lam  Zacam  Mpair, 

LoflDS 

5,213 

6,934 

5,296 

6,440 

5,900 

6,351 

504  Low  Zacam  lapalr 

Gnnta 

6,842 

8.589 

7,687 

5.651 

3,515 

6,479 

S14/S16  ran  Ulaor  Booalag 
S15  Rnrml  iwital  Bonslag 

2,575 
38,650 

1,490 
33,100 

890 
29,500 

i,34dn») 

29,400 

l,090«c> 
5,740 

1,303 
27,414 

nSU.  147,054         132,360         113,079         109,331  38,343         U8,933 

Waa»I,  ASfUSMCI  ann  22,623  20,000  17,65S  14,280         -17,5«0^      37,96<]^«) 


(a)  502  loan    and  504  loao    and  qraat  amtrnzm  ara  ouuptad  aa  oolta. 
514/516  aod  515  itfdta  axa  band  oa  TaBk  datta  and  ealeal«tiooa  exoa 


Gb)  Raflaeta  dafazxml  of  910,738  BilllflB  doUara  la  PT  19t2 
(e)  ftafXaeta  oaa  of  ttaa  10,728  ailUoa  da£«rz«d  la  Tt  19t2 

(d)  JLU  foe  ranainia  and  oolta  la  axlatlag  projaeta 

(a)   Tncliirtaa  16,610  onlta  for  aanr  projaeta   (prloritr  for  RS  with  1000  iBd.ta) 
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ATTACHMEMT 

PmBA  RORAL  BOOSZSG  PROGRAMS 
OollAr  l«v«ls  PiseAl  Y««rs  1979-1983 
(OollAxs  la  Millioas) 


1979 
Actual 


1980 
Actoal 


1981 


1982 
lattaattd 


1983 


S02  n  SubaidiMd 

S02  ME  OBsubaidlsad 

S02  RB  GaaxaatMd 

S04  Law  Zaeoaa  Rapair  Loaaa 

S04  Lam 

514  ; 
516  Pa 

515  ] 

SIS  Rural  RMital  I 
S23  Salf-B»lp  T.A.  Graats 

523  Salf-Balp  Laad  Loaaa 

524  Sita  Loaaa 

525  T.s.A.  Gxaata 


2,007 
8S9 

U.9 
14.7 
19 

36.3 
32.4 
822 
48 
S.6 
1.7 
3 
2.$ 
423 


2,220 
604 
18.9 
21.9 
24 

24.6 
22.3 
82S 
S6 
6.2 
.43 
.82 
1.S 
393 


2,328 
2S6 

5.7 
17.87 
22.7 
18.5 
10.5 
842.5 
22.3 
U.4 
.48S 
.454 
1 
403 


2,300 
430 

0 


24 

IS 

2S.6 

22(a) 

940 

0 


5.236 

2 

S 

0 
398 


900 

0 
0 
24 

u.s 

19 
23.2280>) 
200 
0 

0 
0 

2 
0 
18S 


2,300 
400 
0 
24 
24 
2S 
25 
940 
0 

20 
2 

5 

5 

400 


tCfSAL 


$4,286.1       $4,218.7       $3,941.4       $4,166.8       $1,365.7       $4,170 


(a)  Raflaeta  dafazral  of  $10,728  ailULflB 

09)  Raflaeta  oaa  of  ttaa  10,.728  ■Ulion  dafazxad  la  PT  1982 
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TESTIMONY  FROM  RURAL  HOUSING  ADVOCATES 

FROM  ACROSS  THE  COUNTRY 

PRESENTED  AT  LOCAL  IMPACT  HEARINGS 

SPONSORED  BY 

NATIONAL  RURAL  HOUSING  COALITION 

TESTIMONY  OF 
L.  EARNEST  BERESH,  EXECUTIVE  DIRECTOR 
RURAL  HOUSING  IMPROVEMENT,  INC 
WINCHENDON,  MASSACHUSETTS 
BEFORE  THE 
NATIONAL  RURAL  HOUSING  COALITION 
LOCAL  IMPACT  HEARING 
March  11,  1982 

Between  1970  and  1980,  the  nation's  non-metropolitan 
areas  gained  population  at  a  significemtly  greater  rate  than 
metropolitan  areas.   That  trend  was  reflected  in  the  Northeast 
where  non-metropolitan  population  increased  by  12.4%  while 
metropolitan  population  actually  decreased  by  2%. 

In  Massachusetts,  non-metropolitan  population  increased 
by  over  36%  while  the  increase  in  metropolitan  population  was 
less  than  1%.   For  the  six  New  England  states,  the  corresponding 
figures  were  14.7  increase  in  non-metropolitan  population 
compared  to  a  1.74%  increase  in  metropolitan  population,  accord- 
ing to  the  1980  Census  of  Population. 

Rural  New  England  has  substantial  numbers  of  old  houses 
and  buildings.   Unfortunately,  most  of  that  stock  remains 
very  costly  to  heat  auid  very  few  of  the  older  houses  are 
acceptable  to  the  Farmers  Home  Administration  for  rehabilita- 
tion.  With  rural  populations  growing  and  with  much  of  the 
existing  stock  expensive  to  reheUdilitate,  prograuns  that  create 
relatively  inexpensive  new  housing— whether  single-feunily 
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or  rental  units — have  become  increasingly  important  factors 
in  the  health  of  rural  communities.   To  avoid  the  personal  pain 
emd  suffering  that  comes  from  living  in  substandard  housing  in 
New  Englamd  in  the  winter  as  well  as  to  avoid  the  damaging 
social  consequences  and  raunifications  of  living  in  unsafe  and 
unhealthy  conditions  on  the  community,  the  citizens  of  rural 
towns  need  access  to  a  variety  of  prograLms-- both  private  and 
public — that  are  capable  of  providing  at  least  minimally 
adequate  and  safe  housing  for  all  citizens.   For  the  lower 
income  f2Lmily,  that  opportunity  usually  does  not  occur  unless 
assistance  in  some  form  is  a  part  of  the  resolution. 

Now,  at  a  time  when  the  need  appears  to  be  greatest,  the 
critical  place  of  assisted  housing  in  providing  housing  oppor- 
tunity for  a  major  segment  of  the  population  is  severely 
threatened  by  sharp  reductions  and/or  elimination. 

Following  are  comments  on  a  few  programs  that  in  RHI*s 
experience  of  thirteen  years  serving  the  housing  needs  of 
lower  income  families  should  be  strengthened  rather  than 
weeUcened . 

Mutual  Self  Help  Housing 

The  mutual  self  help  housing  program,  administered  by 
the  Farmers  Home  Administration,  provides  an  opportunity  for 
low  and  moderate  income  families  to  become  homeowners  through 
their  own  hard  work.   Groups  of  six  to  eight  families  work 
together  to  build  each  other's  houses,  providing  enough  labor 
to  reduce  the  cost  of  their  houses  by  $10-12,000.   The  reduced 
costs,  coupled  with  the  FmHA  502  loan  prograun,  make  homeowner- 
ship  feasible  for  families  who  otherwise  could  not  afford 
decent  housing. 
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Because  of  the  contribution  of  "sweat  equity"  by  the 
homeowners,  the  self  help  program  is  less  costly  to  the 
government.   On  average,  the  same   amount  of  money  that 
builds  four  new  homes  conventionally,  will  build  five  equiva- 
lent houses  using  the  self-help  method.   In  addition,  the 
loam  prograun  contains  a  provision  for  the  government  to 
recapture  the  interest  reduction  subsidy  if  the  home  is  sold 
at  a  profit.  And,  as  the  family's  income  increases,  the  interest 
subsidy  is  reduced  until  the  full  interest  rate  is  reached. 

The  community  benefits  from  the  Self  Help  prograim  as 
well.   The  construction  activity  generates  business  for 
locaUL  suppliers  and  provides  work  for  skilled  subcontractors 
who  perform  work  that  is  beyond  the  capabilities  of  the  home- 
owners.  The  addition  of  decent,  new  housing  also  adds  to  the 
local  tax  base. 

In  New  England,  there  are  currently  four  non-profit 
housing  agencies  administering  the  Mutual  Self  Help  program. 
There  is  one  each  in  New  Hampshire  and   Connecticut  and  two 
in  Massachusetts.   The  oldest  active  program  in  New  England 
dates  back  to  1973;  Rural  Housing  Improvement,  Inc.  has 
worked  with  over  300  families  who  have  built  their  own  homes 
since  that  date.   The  newest  grzintee,  located  on  Cape  Cod, 
began  work  in  the  fall  of  1981.   Three  new  pre-applications 
have  been  submitted  by  other  agencies  interested  in  starting 
a  Self  Help  program  in  their  area. 
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Families  that  are  willing  to  devote  evenings  smd   weekends 
for  up  to  a  year  to  build  their  own  houses  should  be  congratu- 
lated for  their  initiative.   The  Self  Help  program  which 
provides  incentives  to  these  families  as  well  as  technical 
assistance  and  supervision  should  be  supported. 

Unfortunately,  the  budget  proposed  for  FY  1983  provides 
no  funding  whatsoever  for  continuation  of  the  Mutual  Self 
Help  program.   As  a  result,  the  agencies  presently  operating 
the  program  will  be  required  to  cease  operations  at  the  end 
of  their  current  grants.   Those  applying  for  first  time  grsmts 
will  never  have  an  opportunity  to  initiate  the  progrsun  in 
their  areas. 

The  greatest  impact  will  be  upon  the  families  who  may 
have  no  other  alternative  for  obtaining  a  home.   The  new 
gremtee  on  Cape  Cod  reports  that  they  have  a  waiting  list  of 
110  FmHA  eligible  families;  they  will  be  building  only  an 
additional  23  houses  under  their  present  grant.   Another  30 
families  on  the  islands  of  Martha's  Vineyard  and  Nantucket 
are  also  eligible  and  interested.   At  RHI,  over  40  families 
are  on  the  waiting  list  for  its  remaining  15  slots,  even 
though  RHI  has  not  advertised  the  prograim  for  over  two  years. 

Approximately  3000  faimilies  auinually  acquire  their  first 
houses  through  the  mutual  self-help  method.   These  faimilies 
would  be  unable  to  acquire  homeownership  if  it  were  not  for 
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the  Self  Help/Sect.  502  program.   Given  the  substantial  reduc- 
tions in  cost  realized  by  using  the  3iethod  and  recognizing 
that  sone  of  the  interest  subsidies  aire  recovered  on  resale, 
ve  believe  that  the  program  should  be  the  cornerstone  of  single- 
family  housing  production  in  rurail  sureas.   Rather  than  facing 
extincticn,  it  should  be  an  important  option  in  all  viaible 
rural  sureas  as  one  of  the  mechanisms  whereby  a  community 
addresses  the  housing  needs  of  those  families  whose  incomes 
fall  just  short  of  affording  conventional  financing. 

Faurmers  Home  Administration  502  Prograun 

The  Farmers  Hooie  Adminlstraticm  502  program  provides 
mortgage  loans  to  purchase  existing,  rehabilitated ,   or  new 
single  family  houses. 

The  FmHA  Sec.  502  low-income  homeo%mership  program  cur- 
rently provides  the  only  possibility  for  low-income  rurail 
families  to  finance  hooeownership.   The  prograun  accomplishes 
this  primarily  by  ad. lowing  the  interest  rate  to  be  set  as  low 
as  1%,  depending  upon  the  family's  aibility  to  commit  resources 
to  housing  in  the  context  of  their  total  budget.   This  program 
is  a  major  ingredient  in  the  Mutual  Self  Help  program,  providing 
the  necessary  finamcing  to  the  families  who  are  willing  to 
contribute  their  own  laibor  to  keep  the  cost  down. 

It  is  only  in  the  past  five  years  that  FmHA  502  has  been 
fully  utilized  in  Southern  New  England.   Prior  to  that  time, 
Connecticut,  Rhode  Island,  and  Massachusetts  were  served  by 
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the  Montpelier,  Vermont,  state  office.   With  few  county  offices 
and  very  limited  staff,  relatively  few  loans  could  be  processed 
each  year.   In  fact,  in  one  year,  Massachusetts  returned  millions 
of  dollars  in  unspent  loem  authority  while  over  1000  families 
were  on  the  waiting  list  at  just  one  of  the  county  offices. 

Today,  Massachusetts  has  10  county  offices  compared  to 
just  2  when  RHI  was  created  in  1969.   Even  so,  these  county 
offices  are  over-burdened  by  a  demamd  which  they  cannot  meet. 
In  the  Holden,  Massachusetts  office,  over  700  persons  are 
on  the  waiting  list.   The  office  stopped  giving  tentative 
appointment  dates  when  they  got  to  1989.   Estimated  waiting 
list  time  in  other  county  offices  rzinges  from  2  to  4  years 
for  the  subsidized  mortgage  money. 

The  FY  1983  budget  proposes  a  60%  reduction  in  Sec.  502 
loan  authority  for  the  subsidized  program  and  complete  elimina- 
tion of  the  moderate  income  and  above  moderate- income  progreuns. 
Should  this  be  enacted  as  proposed,  faimilies  currently  on  the 
waiting  list  could  expect  to  experience  waits  of  over  five 
years  instead  of  two  years.   For  those  at  the  end  of  the  list 
in  the  Holden  Office,  assistance  might  not  come  before  the 
children  have  grown  up  and  moved  on.   Whereas  in  1981,  FmHA 
made  957  Sec.  502  loans  in  Massachusetts,  only  about  300 
could  be  expected  in  1982. 
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Counseling  and  Technical  Assistance 

Over  the  past  12  years,  RHI  has  provided  assistance  to 
over  1000  families  successfully  seeking  housing  assistance  from 
FmHA.   In  addition  to  outreach  efforts  which  have  made  many 
rural  families  aware  of  FmHA,  RHI  has  helped  families  to 
assemble  the  actual  loan  application.   In  many  cases,  this 
loan   packaging  activity  has  been  the  critical  difference  for 
the  faimilies:   obtaining  approvals  in  a  timely  manner— or 
experiencing  frustration,  unnecessary  delays,  and  technical 
denials. 

RHI's  counseling  and  technical  assistance  efforts  were 
initially  supported  by  the  Office  of  Economic  Opportunity, 
later  renamed  the  Community  Services  Administration.   That 
funding  source  ended  in  October,  1981.   In  addition,  the 
U.S.  Department  of  Housing  and  Urban  Development  supported 
a  portion  of  RHI's  Housing  Counseling  activity.   That  source, 
too,  expired  in  1981  as  HUD  withheld  most  of  the  money 
allocated  for  counseling  in  that  year. 

A  third  source  of  funding  for  this  effort  was  the  FmHA 
Sec.  502  Supervisory  and  Technical  Assistance  grants  program. 
RHI  received  a  two-year  Sec.  525  grant  in  the  program's  first 
year,  1979.   The  FY81  budget  authority  was  partially  rescinded. 
No  funds  were  budgeted  for  this  progreun  in  FY82  and  none  were 
requested  for  FY83. 
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Under  the  Sec.  525  grant,  RHI  conducted  an  extensive  out- 
reach program  designed  to  inform  rural  low  income  homeowners 
of  the  FmHA  Sec.  504  program  which  provides  1%  interest  loans 
for  essential  repairs.   Elderly  homeowners  may  be  eligible  for 
grants.   RHI  then  provided  assistance  to  the  homeowners  to 
prepare  the  application,  including  specifications,  cost  estimates, 
and  contractor  bids. 

During  the  two  years,  RHI  submitted  143  application 
packages.   To  date,  86  loans  or  grants  have  closed  and  another 
21  are  pending.   The  lozms  and  grants,  which  have  averaged 
about  $3000  each,  have  provided  for  septic  systems  which  have 
saved  homes  from  condemnation  and  for  indoor  plumbing  for 
elderly  homeowners. 

In  spite  of  the  critical  nature  of  some  of  the  defici- 
encies in  the  homes  of  the  applicants,  there  have  been  long 
waits  for  assistance  because  of  the  shortage  of  funds,  parti- 
cularly in  the  grant  authority  which  is  slated  for  a  17%  cut 
in  the  FYS 3  budget,  and,  more  recently  because  of  FmHA  staffing 
cuts. 

For  example,  one  family,  Mr.  2md  Mrs.  W. ,  aged  80  and 
78,  has  a  house  with  a  leaking  roof  and  a  defective  furnace 
which  is  both  corroded  2md  leaking  oil.   In  New  England,  these 
are  serious  deficiences  which  pose  a  threat  to  the  health  and 
safety  of  the  family.   Their  application  was  originally 
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submitted  on  September  9,    1981.   On  January  7,  1982,  RHI 
requested  funding  under  emergency  procedures  since  the  con- 
ditions continued  to  deteriorate.   Finally/  on  March  5,  funds 
becaime  availeUdle. 

Delays  such  as  this  are  not  uncommon.   With  additional 
cuts  in  the  offing,  the  delays  will  only  become  longer. 

More  recently,  the  severe  cuts  in  staffing  of  FmHA  offices 
is  leading  to  an  incapacity  of  offices  to  respond  to  their 
normal  remaining  loan  activity.   RHI's  local  FmHA  office  has 
had  to  import  help  from  other  strained  offices  in  order  to 
meet  its  commitments  to  FmHA  special  programs,  such  as  Self 
Help,  that  depend  highly  on  timely  processing  to  remain 
successful.   At  least  in  Massachusetts,  FmHA  personnel  sincerely 
want  FmHA- supported  programs  to  work.   That  coninitment  is 
being  severely  threatened  by  premature  staff  cuts.   We  wonder 
whether  there  is  a  deliberate  strategy  to  cripple  the  ability 
of  FmHA  to  get  even  reduced  authorities  committed  so  as  to 
argue  fallaciosly  that  there  is  insufficient  demand  for  the 
programs.   A  far  better  test  is  to  assess  the  length  of  waiting 
lists  of  families  trying  to  gain  access  to  the  progreuns. 

Lastly,  without  the  administrative  resources  to  provide 
housing  counseling  services,  RHI  itself  is  severly  limited  in 
its  ability  to  provide  the  essentieU.  assistance  in  the  application 
process  itself. 
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In  addition  to  losing  this  capacity,  RHI  is  also  less 
able  to  provide  default  counseling  services  to  those  families 
in  danger  of  losing  their  homes.   As  economic  conditions  worsen, 
the  mortgage  default  caseload  increases.   Recently,  RHI  had 
the  unpleasant  task  of  informing  FmHA  County  Supervisors 
that  it  could  not  assist  homeowners  who  both  wanted  and  needed 
counseling  to  prevent  foreclosures.   Without  the  staff  recources, 
RHI  was  helpless. 

The  systematic  destruction  of  rural  delivery  mechanisms, 
built  our  many  years  of  patient  nurturing  and  now  subject  to 
sudden  extinction,  shall  leave  an  unhealthy  void  in  the 
possible  responses  of  rural  communities  to  the  needs  of  its 
citizens. 

New  Construction;   HUD  Multi- family 

It  has  taken  decades  for  some  of  the  programs  of  the 
U.S.  Department  of  Housing  and  Urban  Development  to  reach 
rural  New  England.   Implementation  of  the  Section  8  Housing 
Assistamce  Payments  marked  the  first  time  that  rental  assist- 
ance was  made  availeUdle  to  most  rural  New  England  families 
and  elderly  households. 

In  Vermont,  three  non-profit  groups  have  been  actively 
pursuing  projects  that  would  provide  new  multi-family  units, 
marking  the  first  rural  non-profit/HUD  ventures  in  recent 
times  in  that  state.   Today,  the  projects  are  threatened  by  HUD 
plans  to  rescind  1982  funds.   Fifty  units  in  six  separate  projects 
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scheduled  to  be  financed  by  the  Vermont  State  Housing  Authority 
are  threatened  by  HUD  plans  to  recapture  pre- 198 2  allocations 
while  an  additional  139  units  in  the  pipeline  are  similarly 
threatened.   Even  the  45-day  grace  period  in  which  Congress 
has  to  respond  to  the  recission  message  will  jeopardize 
control  over  the  land  and  will  exceed  the  deadline  of  con- 
struction cost  guarantees  upon  which  feasibility  was  deter- 
mined— thus  raising  the  real  probability  that  the  terms  of 
the  projects  will  unravel. 

For  Vermont,  this  represents  a  major  setback  in  the 
effort  to  develop  HUD  assisted  housing  to  meet  a  growing 
need.   Yeaurs  of  effort  can  be  undone  by  a  single  act  of 
rescission. 

In  r\iral  areas,  HUD  funds  have  not  been  readily  avail- 
able.  It  has  taken  many  communities  years  to  develop  the 
capacity  to  deliver  multi-family  housing.  The  effort  to 
adapt  HUD  programs  to  local  needs  in  rural  communities  has 
been  arduous  at  times.  Nbw,  as  that  effort  begins  to  show 
success,  the  rug  is  being  pulled  out  from  under. 

FmHA  Sec.  515 

The  Sec.  515  Rural  Rental  Housing  program  of  the  Farmers 
Home  Administration  provides  direct  loans  to  eligible  borro%f- 
ers  for  the  constriiction  of  multi- family  housing  for  low  and 
moderate- income  families  and  for  senior  citizens  and  handi- 
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capped  persons.  There  are  many  eligible  entities,  including 
for-profit  developers;  public  or  private  non-profit  corpora- 
tions; public  bodies;  and  consumer  cooperatives. 

For  memy  rural  communities,  FmHA's  Sec.  515  program  is 
the  only  feasible  mechanism  for  providing  new  rental  units. 
Mamy  of  these  communities  have  little  or  no  decent,  safe, 
and  sanitary  rental  units  available  at  an  affordable  price. 
Vacancy  rates  of  less  than  5%-2%  in  sections  of  Vermont  are 
commonplace. 

New  rental  housing  at  conventional  interest  rates  today 
would  demand  a  rent  affordable  by  only  the  wealthiest  families 
in  many  rural  communities.   At  the  saime  time,  high  interest 
rates  and  soaring  housing  costs  have  presented  many  moderate 
income  families  from  purchasing  homes.   Low  income  families 
and  elderly  people  for  whom  home  ownership  was  never  an  option 
face  an  even  more  dire  housing  situation.   Low  vacancy  rates 
and  large  waiting  lists  attest  to  the  fact  that  additional 
rental  units  need  to  be  made  available  in  many  communities. 

While  the  FY82  budget  contains  $940  million  in  loan 
authority,  the  virtual  elimination  of  both  FmHA  Rural  Rental 
Assistance  and  HUD  Section  8  as  deep  subsidy  mechanisms  has 
rendered  most  proposals  unfeasible.   In  Massachusetts,  all 
but  two  FmHA  Sec.  515  proposals  were  rejected  in  the  current 
round  of  approvals  because  the  developers  could  not  demonstrate 
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that  those  who  needed  the  housing  could  afford  the  units  at  the 
rents  generated  by  using  only   the  interest  reduction  subsidy. 
Those  projects  that  did  survive  the  pre-application  round  did 
so  only  by  demonstrating  sufficient  moderate  income  families  to 
fill  the  units.   Without  a  deeper  subsidy  mechanism,  low  in- 
come families  will  not  be  able  to  rent  these  new  units. 

For  FY83,  the  situation  gets  worse.   The  proposed  budget 
ceais  for  a  79%  reduction  in  funds,  leaving  only  a  token  pro- 
greuQ.   For  Massachusetts,  the  pro- rated  shaire  of  the  national 
figure  would  be  reduced  from  $8.5  million  to  just  over  $1.7 
million,  enough  to  fund  only  1  large  50-unit  project  or  two 
small  projects. 

In  one  Central  Massachusetts  town  of  11,000,  RHI  recently 
completed  construction  of  a  30-unit  Sec.  515  development  for 
families.   It  was  the  first  development  of  new  rental  units 
for  families  with  children  in  that  community  since  1951.   During 
the  development  process,  one  landlord  in  that  town  closed  and 
demolished  34  units  of  substandaurd  housing  that  had  been  provid- 
ing less  than  adequate  but  inexpensive  housing  to  families  who 
could  not  afford  decent  housing.   Without  the  Sec.  515  program, 
it  would  not  have  been  possible  to  build  rental  units  for  those 
faunilies  who  needed  rental  housing.   Only  with  an  allocation  of 
HUD  Section  8  units  was  this  project  feasible. 
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Conclusions 

Based  upon  an  examination  of  the  proposed  FY  1983  budget, 
we  come  to  a  series  of  unpalatable  conclusions  should  the  budget 
be  adopted: 

-  Rural  areas,  which  only  recently  developed  a  capacity 
to  develop  improved  housing  for  low  and  moderate 
income  families,  will  be  deprived  of  the  essential 
program  resources  that  would  make  new  housing 
possible. 

-  The  FmHA  Self-Help  progreun,  which  is  built  upon  the 
hard  labor  of  those  who  would  build  their  own  homes, 
will  be  dismantled. 

-  The  FmHA  502  program  will  cease  to  be  an  important 
factor  in  the  financing  of  homeownership  for  low  and 
moderate  income  families  in  rural  areas  which  tradi- 
tionally lack  adequate  financial  resources.   As  a 
result,  mamy  more  families  will  never  be  able  to 
afford  a  decent  home. 

-  Counseling  efforts  designed  to  help  families  prevent 
default  and  foreclosure  will  cease  due  to  a  lack  of 
funding  for  those  agencies  that  have  developed  the 
capacity  to  provide  service. 

-  Assistance  to  low  income  homeowners  whose  homes  contain 
serious  threats  to  health  and  safety  will  be  reduced. 
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-  HUD  multi-feuoily  efforts  in  rural  areas  will  come  to 
a  halt;  projects  already  well  along  may  be  dismantled 
after  years  of  effort  to  develop  them. 

-  FmHA  Sec.  515  will  no  longer  be  a  viable  mechanism 
for  providing  multi- family  housing  in  rural  areas. 

The  combination  of  reductions  in  loan  authority  and 
premature  severe  reductions  in  FmHA  staffing  will  make  a 
shambles  of  the  rural  housing  progreuns. 

It  simply  is  inherent  that  low-income  families  must  have 
help  if  they  are   to  occupy  decent  shelter.   The  alternative  to 
assistance  programs  is  a  growing  number  of  persons  who  live 
out  of  their  cars,  in  poorly  heated  shacks,  or  in  severely 
overcrowded  conditions.   Destruction  of  effective  housing 
programs  shall  surely  lead  to  the  necessity  of  a  new  and  very 
costly  "War  on  Poverty"  in  the  not- too-distant  future  as  the 
conscience  of  America  responds  to  ever-increasing  numbers  of 
families  living  in  inadequate  and  substandard  housing.   That 
crisis  of  corrective  response  will  be  lesser  in  scope  amd 
depth  to  the  extent  to  which  we  retain  today  those  programs 
that  reduce  the  size  of  existing  deficiencies. 
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My  name  is  Kenneth  Bruzelius.   I  appreciate  the  opportunity 
to  inform  you  of  what  is  happening  to  many  rural  communities 
in  the  Midwest. 

The  Midwest  Assistance  Program  is  a  non-profit  orgajiization 
serving  the  interests  of  rural  communities  in  five  midwestern 
states;  including  Minnesota,  Iowa,  Missouri,  North  Dakota  and 
Kansas.   We  are  also  affiliated  with  agencies  serving  Montana 
and  Nebraska. 

Our  interests  lie  in  helping  rural  areas  get  adequate  and 
affordable  potable  water  supplies  and  sanitary  wastewater  disposal 
facilities.   These  rural  comoiunities  and  unincorporated  areas 
are  suffering  economically  from  depressed  farm  prices  and  high 
interest  rates.   They  have  also,  traditionally,  been  less 
successful  in  competing  for  scarce  federal  resources  to  meet 
the  demands  placed  on  them  by  health  and  environmental  agencies. 

They  are  also  struggling  to  provide  the  basic  essentials  of 
life  —  water  and  waste  disposal. 

Anybody  can  look  at  the  comparisons  of  the  1982  current 
budget  versus  past  budgets  and  the  1983  proposed  budget  and  know 
that  significantly  less  can  be  accomplished  under  the  reduced 
budget  amounts.   But  this  does  not  adequately  tell  the  story 
in  terms  of  the  impact  of  such  cuts  on  the  real  life  situation 
in  rural  communities  in  the  midwest. 
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PLAINS.  MONTANA 

Plains,  Montana  is  a  community  of  about  1200  people  located 
in  western  Montana  on  the  Clark  Fork  River,  which  divides  the 
Cabinet  and  BitterRoot  Mountains.   As  early  as  1977.  they  were 
made  aware  by  the  Sanders  County  Department  of  Public  Health 
that  a  number  of  shallow  wells  in  their  community  were 
contaminated  by  high  levels  of  nitrates  and  chlorides  from 
sewage.   Water  from  these  wells  was  not  fit  for  human  consumption. 

This  concerned  comomnity,  with  the  assistance  of  the 
Northwest  Montana  Human  Resources  District  in  Kalispell,  began 
seeking  solutions  to  their  problem.   The  community  qualified  for 
and  received  a  commitment  from  the  Environmental  Protection  Agency 
for  a  grant  to  help  build  an  adequate  wastewater  facility.   As 
with  most  small  towns,  the  25%  local  share  was  to  be  financed 
with  a  Farmers  Home  Administration  loan  at  an  interest  rate 
of  5%. 

Between  the  time  the  plan  was  developed  and  the  bid  letting 
actually  took  place,  several  year's  time  elapsed,  and  construction 
costs  increased. 

The  lowest  acceptable  bidder  was  almost  $400,000  over  the 
amount  allocated  by  EPA  and  FmRA.      So,  the  community  went  back 
to  these  agencies  to  find  out  what  could  be  done.   EPA  was  able 
to  authorize  an  increase  in  their  grant  funds,  but  the  FmHA 
has  not  authorized  an  Increase  of  their  loan  at  the  5%  interest 
rate.   They  will  offer  a  loan  for  the  increase  at  the  market 
rate  of  between  11%  and  12%. 
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Unfortunately,  with  the  increase  in  interest  rates,  this 
makes  the  user  rate  increase  up  to  40%  or  more,  which  is 
unaffordably  high. 

As  many  of  you  know,  the  lumber  industry  is  in  its  worst 
condition  in  many  years.   Plains,  Montana,  has  over  200  elderly 
and  low-income  families  before  adding  in  the  large  number  of 
lumber  mill  workers  and  loggers  who  are  now  unemployed.   Their 
January  unemployment  rate  was  at  12.9%.   Over  75  new  unemplosnnent 
claims  were  filed  during  the  first  two  weeks  of  February  due 
to  closing  and  layoffs  in  the  lumber  industry.   Unemployment 
is  expected  to  rise  to  15%  of  the  labor  force  when  the  February 
report  is  published. 

If  Plains  cannot  resolve  this  problem  quickly,  their 
construction  bids  will  be  out  of  date  and  they  will  have  to 
readvertise.   If  this  happens,  it  is  possible  that  the  new 
bids  will  be  even  higher  and  the  problem  will  be  compounded! 

LITTLE  RIVER  RURAL  WATER  ASSOCIATION.  IOWA 

The  Little  River  Watershed  area  is  a  source  area  within  the 
Southern  Iowa  Rural  Water  Association.   It  is  comprised  of  the 
majority,  of  Decatur  Coxinty  (except  that  served  by  the  Rathbun 
system),  the  extreme  southern  edge  of  Clark  County  and  the 
extreme  western  edge  of  Ringhold  County.   The  area,  excluding 
the  towns  of  Leon  and  Lamoni,  has  approximately  6100  residents 
and  3496  households. 
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Approximately  800  of  these  households  are  economically 
disadvantaged.   The  area  residents  are  supporting  efforts  to 
obtain  a  rural  water  system  because  of  inadequate  and  poor 
quality  water. 

The  shortage  of  potable  water  has  become  the  most  critical 
in  the  small  towns,  where  improper  wastewater  disposal,  among 
other  factors,  has  caused  pollution  of  the  water  supplies. 
In  rural  areas,  agricultural  runoff,  improper  abandonment  of 
wells  and  feedlot  runoff  have  caused  ground  water  contamination 
which  has  affected  what  was  already  a  poor  quality  of  water. 

A  study  conducted  by  the  Iowa  State  University  determined 
the  only  feasible  source  of  water  to  be  surface  impoundment. 

The  Midwest  Assistance  Prograin  has  assisted  the  Little  Eliver 
Project  with  securing  preliminary  engineering  and  much 
coordination  has  taken  place  between  the  agencies  involved. 
Throughout  the  development  of  the  project  in  planned  phases, 
there  has  been  concern  that  the  final  user  costs  might  become 
excessive »  and  therefore,  unfeasible. 

The  watershed  impoundment  portion  of  the  project  is  moving 
ahead. 

However,  with  the  recent  budget  reductions  and  the  increased 
interest  rates  on  FmHA  loans,  there  are  new  concerns  that  the 
project  may  never  be  completed  at  user  rates  that  people  can 
afford. 
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All  planning  computations  were  made  on  a  5%   FmHA  interest 
rate.   If  the  interest  rate  is  11%  or  12%,  the  project  is 
no  longer  feasible. 

With  the  budget  cutbacks,  the  timeline  for  construction  is 
also  extended,  and  the  potential  for  higher  than  anticipated 
construction  costs  becomes  an  additional  concern. 

The  rural  communities  and  farm  residences  within  the  Little 
River  Water  Project  are  facing  severe  water  problems,  but  the 
outlook  for  solving  these  problems  has  been  significantly 
jeopardized  by  the  reduced  funding  for  rural  development 
programs  such  as  the  Farmers  Home  Administration's  Water  and 
Waste  Loan  and  Grant  Program.   Even  though  other  Iowa  communities 
have  benefited  from  the  programs  in  the  past ,  the  people  within 
the  Little  River  Water  Project  may  find  that  they  are  too  late 
unless  there  is  a  new  federal  commitment  to  the  problems  of 
rural  areas. 

ARVILLA.  NORTH  DAKOTA 

The  community  of  Arvilla,  North  Dakota,  has  about  100 
residents,  and  it  is  estimated  that  60%  have  incomes  of  less 
than  $8,000.   Most  of  these  are  elderly  and  on  fixed  incomes. 
Their  septic  systems  are  failing  and  this  is  polluting  the 
high  ground  water. 

The  community  has  completed  a  Step  1  EPA  funded  plan  and 
hopes  to  construct  a  small  sewer  system  which  will  alleviate 
their  problem. 
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However,  the  acting  Mayor  has  indicated  that  if  the 
community  has  to  finance  the  local  share  of  the  project  with 
a  11%  or  12%  interest  loan,  the  elderly  and  low-income 
residents  won't  be  able  to  afford  the  sewer  bills. 

This  community  may  find  itself  rejecting  EPA  funds  for  the 
construction  of  their  sewer  system  because  FmHA  interest  rates 
are  beyond  the  community's  ability  to  pay. 

ARGYLE.  IOWA 

The  community  of  Argyle,  Iowa,  is  an  unincorporated  area 
in  Southeast  Iowa.   Of  the  160  residents,  the  local  community 
action  agency  indicates  that  30%  are  on  Social  Security. 

There  is  currently  no  community  water  or  wastewater  system. 
With  the  assistance  of  the  Midwest  Assistance  Program  and  the 
Revolving  Loan  Fund  administered  by  the  Housing  Assistance 
Council,  the  community  has  secured  funds  to  incorporate  as  a 
municipality,  secure  preliminary  engineering  for  a  communal 
water  system,  and  begin  planning  studies  for  a  small  alternative 
sewer  system  using  existing  septic  tanks  and  a  lagoon. 

The  Farmers  Home  Administration  concurs  with  the  community's 
efforts  to  develop  water  and  wastewater  systems.   The  Lee  County 
Department  of  Public  Health  submitted  a  report  to  the  Argyle 
Sanitary  District  which  Indicates  that,  "The  current  use  of 
individual  sewage  disposal  and  individual  wells  poses  a  threat 
to  the  health  of  the  citizens  of  this  community". 
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The  residents  of  Argyle  started  their  project  knowing  that 
to  make  it  a  reality  they  would  need  financial  assistance  from 
an  outside  source.   The  FmHA  had  provided  such  assistance  to 
other  rural  communities  in  the  past. 

However,  with  the  increased  interest  rates  on  the  FmHA 
Water  and  Waste  Disposal  Loan  Program  and  the  reduced  budget 
for  Che  Grant  Program,  it  will  make  it  impossible  for  Argyle 
to  finance  the  essential  water  and  sewer  services  that  this 
community  so  urgently  needs. 

Larry  Fuger,  the  project  coordinator  in  Argyle,  is  currently 
trying  to  find  appropriate  documentation  of  Argyle 's  median 
family  income  to  determine  if,  by  some  "magic",  the  community 
might  prove  a  poverty-level  median  family  income  so  they  can 
qualify  for  a  5%   FmHA  loan. 

EOLIA.  MISSOURI 

Eolia,  Missouri,  is  a  small  community  of  about  400  people. 
They  have  a  very  low  median  family  income  of  under  $8,000  based 
on  recent  estimates.   Eolia  has  no  wastewater  treatment 
facilities  and  raw  sewage  can  be  found  running  into  open  fields 
and  ditches.   The  town  has  been  on  the  Missouri  state  project 
priority  list  for  EPA  funds,  but  not  high  enough  to  be  funded. 

Last  year  it  was  discover.!  that  Eolia's  ranking  could  be 
elevated  to  the  fundable  range  if  they  would  apply  for  a 
discharge  permit  from  the  state. 
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With  the  assistance  of  the  Midwest  Assistance  Program  and 
a  loan  from  the  Revolving  Loan  Fund,  which  is  administered  by 
the  Housing  Assisran^c?  Council,  the  community  secured  engineering 
services  which  would  help  them  determine  the  most  cost-effective 
alternative  wastewater  system. 

They  then  applied  for  the  discharge  permit,  knowing  that  upon 
receipt  of  it,  they  would  be  in  immediate  violation  of  the 
permit  because  the  houses  were  discharging  into  a  common  pipe 
that  drained  the  raw  sewage  to  the  open  field. 

After  applying  for  the  permit,  but  before  receiving 
notification  of  their  Step  1  grant,  the  budget  recissions  and 
reductions  took  place.   Eolla  is  now  in  the  position  of 
desperately  needing  a  sanitary  sewer  system,  and  does  not 
know  when  or  if  they  will  be  assisted  with  the  EPA  or  FteHA 
programs.   They  cannot  afford  to  undertake  the  task  alone. 
At  any  time  they  could  be  cited  for  being  in  violation  because 
of  the  raw  sewage.  The  budget  recislons,  deferrals  and  cutbacks 
have  bad  a  serious  affect  on  Eolia's  ability  to  solve  its  problem. 

APPLETON.  MINNESOTA 

Appleton  is  a  community  of  slightly  over  1,000  residents 
located  on  the  Pomme  de  terle  River  in  western  Minnesota. 
They  began  seeking  a  solution  to  their  pollution  problem  about 
1970.   Th. y  have  been  required  to  start  their  planning  process 
over  twice  since  that  time  because  of  changes  in  the  federal 
pollution  control  and  water  quality  laws. 
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Finally, in  1980  they  wore  Informed  that  their  Step  1  plan 
was  approved,  both  by  the  Pollution  Control  Agency  of  the  State 
of  Minnesota  and  by  the  Region  V  Environmental  Protection 
Agency  in  Chicago. 

After  ten  years  of  seeking  a  solution  to  the  problem  of 
discharging  raw  sewage  from  their  inadequate  facility,  they 
were  now  "sure"  that  they  were  making  real  progress.   They 
were  authorized  to  submit  a  combined  Step  2,  Step  3  grant 
request  based  on  their  approved  Step  1  and  on  their  ranking 
on  the  State's  project  priority  list. 

Then,  on  May  13,  1981,  the  Minnesota  Pollution  Control 
Agency  informed  the  Mayor  of  Appleton  of  the  federal  budget 
reductions  in  a  letter  which  said  in  part,  and  I  quote, 
"These  reductions  do  not  allow  us  to  fund  every  project  on 
the  previously  approved  FY  1981  Municipal  Project  List  (MPL) 
nor  every  project  on  a  previous  year's  MPL....  We  regret  to 
inform  you  that  your  project  is  not  on  the  revised  FY  1981  MPL. 

If  we  have  your  application  on  file,  we  are  returning  it 

Please  note  that  if  a  project  is  to  be  considered  for  funding 
in  a  future  year,  it  must  be  re-listed  on  that  year's  MPL". 

A  neighboring  community  of  Watson,  Minnesota,  would  tell 
you  a  similar  story. 

Every  time  there  has  been  a  change  of  administration  or  a 
reauthorization  of  the  program  by  Congress,  these  rural  communities 
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have  been  "put  chrough  the  wringer"  for  no  apparent  reason. 
How  they  are  being  put  through  the  wringer  again.   They  are 
fed  up  with  bureaucratic  red  tape  on  the  one  hand,  and  the 
pressure  of  the  regulatory  agencies  on  the  other  hand.   The 
latest  budget  proposals  give  little  hope  that  the  Appleton's 
across  the  country  will  have  the  financial  assistance  of 
their  neighbor's  tax  dollar  —  even  though  during  the  past 
decade,  many  of  their  neighbors  have  had  the  benefit  of  their 
tax  dollars.   These  people  find  no  justice  in  this  at  all!!! 

In  Iowa,  Minnesota,  Missouri,  and  North  Dakota,  the 
Farmers  Home  Administration's  answer  to  the  question,  "Which 
communities  qualify  for  a  5%  interest  loan?",  is.  "NONE"!! 

What  would  be  a  final  insult  would  be  for  them  to  be 
told,  "Under  the  new  program,  you  must  start  to  plan  all 
over  again" . 
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LOCAL  IMPACT  HEARING 
March  11,  196? 
Washington,  D.C. 

Submitted  by:     Olivia  Clar^^  Oregon  iural  Fousing  Coalition 
Salem,  Oregon* 

I  appreciate  the  opportunity  to  present  some  comiosnts  regarding 
the  iji^act  of  federal  budget  cuts  upon  the  Pacific  North  tfes:  ^nd  Oregor'c 
rural  housing  situation « 

The  impact  of  federal  budget  cuts  in  hou-i«r.{s  programs ,  implicit 
chan^'.^s  in  housing  policy  and  the  severe  housing  crisis  experienced 
nationwide  is  taking  a  heavy  toll  on  the  Pacific  Northwest  and  the 
state  of  Oregon  in  particular.  It  isn*t  necessary  to  project  what  the 
future  impact  of  the  housing  cuts  will  be  because  we  are  suffering 
from  the  impact  now« 

Oregon  has  been  bludgeoned  by  downturns  in  the  wood  nroducts 
and  homebuilding  industry,  '•tt.th  the  second  hie:hest  unenuloyment 
rate  in  the  nation,  it  is  estimated  that  200  to  300  individuals  ran 
out  of  unemfloyment  insurance  benefits  each  week.  "^  vnemployment 
rate  approaches  25  to  hO}L   in  our  rural  areas  where  almost  half  of  all 
Oregonians  live.  (Over  90%  of  our  incorporated  cities  are  under 
10,000  and  over  70%  are  under $00  in  population.) 

Those  who  could  once  afford  to  our chase  a  home  are  now  having 
increased  difficulty  keeping  it.  '  •:cording  to  data  collected  by  a 
national  mortgage  bankers  association,  Oregon  has  the  second  highest 
•nortgage  delinquency  rate  among  pacific  re?don  states.  Oregon's  share 
of  all  loans  started  in  foreclosure  is  above  the  n-itionwide  ^ver«»ce. 
^'owever,  the  rousing  Counseling  pro^'^m  once  offerpd  by  r.U.  j.   is 
bftinK  disfnantled. 
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!^.o5«>  «:o  co-xl-:  r»t  ^iTord  ^o  rurchsse  a  how*  are  now  an^Me  to 
.  ;*:f>rd   tl.c  rer»z.      >.»-  inr:iJerce  of  orercrcwdin--  is  on   the  rise  as 
rordli^rs  dDjhle-»:p  creatine  dificult  and  sr-»eti-jP5  violent   ic.iestic 
;  roblHfts.      ^iLiiiF  lists  lor  iecticn  3  rental  assistance  and  rafclic 
hou.sin2  conti»in  tha  capips  of  hundreds  upon  hundreds  of  fawilies  who 
?re  new  living  in  inadequate  housing  rviying  rents  they  cannot  afford. 
The  average  wail^n^  perior'  for  ^iiese  people  can  last  fro«  one  to 
two  and  a  halt'  years  at  our  public  housing  authorities. 

State  officials  are  peasivLsstic  about  the  present  and  future 
ixpact  of  the  feder9l  housing  budget  cuts.     The  Oregon  State'  Housing 
Division  has  placed  a  roratnriun  on  its  housing  finance  and  developnent 
rrograns  (tie  to  uncertainties  with  federal  housing  dollars.     This 
represents  the  end  to  state  provided  affordable  housing  until  things 
change  at  the  federal     level. 

A  dark  rio«.v.  t^a  been  cast  over  our  state's  network  of  rural 
public  housing  authorities  nov  threatrred  with  substantial  cutbacks 
in  operating  subsidies ,  rehabilitation  and  niodemi£ation  nooies. 
These  cuts  and  the  derdse  of  Section  8  rental  assistance  nay  foreshadow 
the  eventual  closure  of  some  of  these  projects  and  signal  the  displacenant 
01  thousands  of  very-lov-incoae  Oregonians.     It  may  Man  that  the  federal 
government  will  become  the  country's  largest  sliim  landlord.     Public 
Housing  Authority  tenants  are  scheduled  to  pay  more  of  their  fixed 
and  li'^ited  incomes  for  shelter  \title  thousands  on  waiting  lists  oust 
extend  their  lon^  wait  indefinitely. 

As  c '  1978,  there  were  only  30,000  units  of  assisted  housing  in 
Oregon,  or  3^  of  our  state's  total  households.     In  1980  the  Oregon  State 
KousinK  Division  estimated  that  over  130,000  Oregon  households,  or  IIS 

of  the  total,  would  he  eligible  for  some  form  of  housing  assistance  if 

/ 
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it  were  available.     It  is  estimated  that  in  our  rural  eastern  counties 

there  is  only  one  subsidi/jd  housing  unit  for  every  10  to  1$  households 
that  meet  the  income  qualifications.     The  same  is  tinje  for  our  rjrPl 
southern  and  coastal  co«:-ties.     'Unfortunately  it  is  in  these  rural 
areas  vhere  some  of  the  worse  living  situations  can  be  found,  thousands 
of  low-income  households  livin?  in  unsafe,  unsanitary,  overcrowded 
housing  often  without  indoor  plumbing  or  safe  drinking  water  or  heat. 

In  many  small  comnunities  it  is  the  Farmer's  Home  Adpdnistratior 
programs  that  are  of  critical  concern.     Cities  like  Dayton, Oregon, 
where  virtually  all  of  the  existing  housing  is  substandard,  low-income 
residents  lucky  enough  to  be  certified  for  Section  6  b&  the  Co-i  it^ 
Housing  Authority  cannot  find  safe  and  sanitaiy  housing  units  that 
meet  HTTO  standards*     In  Seneca,  Oregon,  the  need  for  low-income  housing 
was  so  great  that  residents  moved  into  abandonned  railroad  boxcars 
and  have  tried  to  create  a  home  for  themselves.     It  is  in  towns  like 
these  and  dozens  of  others  that  new  low-income  rental  housing,  self- 
help  housing  and  home  repair  loans  and  grnnts  are  sorely  needed. 

Vhile  the-  need  for  new  rural  rental  housing  steadily  increases 
the  FnHA  5lS  affordable  rural  rental  housing  and  re-,  hi  assistance 
budget  allocation  for  Oregon  has  been  cut  from  39*8  fdlllon  in  1982 
(a  pprox.  310  units)  to  a  low  in  1983  of  42.1  million  (aporox.  60  units). 
In  the  rural  towns  where  residents  live  with  constant  threats  to  their 
health  and  safety  there  will  be  no  other  source  of  safe  and  af  fordal  le 
rental  housing.     There  is  no  available  credit  otlier  than  what  can  be 
offered  by  the  Farmer's  ITome  AdTdJiistration. 

Low-incone  homeownershl n  opoortunities  will  also  fade  if  r^f^A 
i^elf-^elp  and  502  loans  disappear.     VJhile  fumis  for  the  FiffVv  ^02 
'-OTTw?ovmershir  =^Kr»n  will  be  ava^l/.h-le  to  only  330  hcusehol.is 
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the  SelT-Heip  Technical  Assistnpce  Program  is  scheduled  for  complete 

elimination.     Tlie  two  self-help  projects  in  operation  in  Oregon  have 

as'istTd  over  60  families  in  building  hemes  for  each  other.     Two  other 

rural  community  bpsed  organizations  are  planning  to  submit  applications 

in  1982  on  bel'alf  of  dozens  of  low-income  families.     Farmworker  orijanizaticna 

are  also  examining  the  program  as  one  way  to  build  needed  housing  for 

their  coinmanity  and  avoid  the  stiKma  of  "low-income"  housing  often 

excerienced  in  rur^l  snail  towns.     In  Clatskanie^  Oregon ,  a  group 

of  low-income  families  asked  a  local  comininity  action  agency  to  assist 

them  trying  to  bring  "family"  housing  to  their  community  that  local 

residents  would  accept.     Clatskanie  has  very  little  housing  large 

enough  for  a  family  with  children  and  that    is  comnensurnte  wLth 

their  low-incomes.  !!any  landlords  refuse  to  rent  to  families  with 

children  despite  what  some  families  are  willing  to  place  as  a  deposit. 

If  the  self-help  proKram  is  eliminated  these  families  and  many  others 

will  be  denied  the  opportunity  to  help  each  other  and  he?r  themselves 

secure  adequate  and  affordable  housing;  their  living  environment  will 

ren*ain  dismal.- 

Farmworkers  in  Oregon  have  been  pinpointed  as  a  special  rural 
popul-'tion  with  one  of  the  greatest  housing  needs.     The  no«H  is 
increasing  as  220  of  the  300  farmlabor  ramps  in  Oregon  were  'encrted 
tv  -Aft  State  i3epartment  of  Labor  m  having  closed  in  1981.     DOL  instiectors 
found  that  few  of  the  camps  remaining  open  were  in  comi>liance  with  hralth 
and  safety  inspection  standards.     The  problems  cited  include  poo^  water 
quality^  hazarr-rvs  electrical  service,  unsanitary  toilet  facilities, 
inodeqtiate  hot  water,  sewage  backflow  in  dr?»in  fields  adlncent  to  housing 
facilities,  garbage  overflow  and  overcrowding.     However,   the  feik»ral 
budget  allocation  for  farm  labor  hou.«in£j  loans  in  Oregon  is  dropping 
from.^O<),00  in  IV82  to  .^50,000  in  19H3»  a     firop  in  t.he  bucket  wlien 
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compared  to  the  need. 

The  Oregon  Stnte  Housing  Division  estinates   that  82,300  below- 
median  income  homeowners  n^^ed  rehabilitation  assistance  in  our  state* 
VJell  over  half  of  the  state's  total  of  substandard  housing  is  found 
in  rural  areas  which  have  a  markedly  higher  percentage  of  ol^?er  housing 
stock.     Many  towns  like  those  mentionned  earlier  have  little  housini; 
that  does  not  suffer  from  a  major  health  or  s-fety  hazard,     '[he  C^ompunity 
Services  Administration  which  once  admir.'.rtered  a  low-income  rvrnl  »«oi*ie 
repair  grant  program  may  now  become  extinct.     This  means  that  very 
low- income  homeowners  (often  the  elderly)  who  live  with  serious  threats 
to  their  daily  safety  and  who  have  little  or  no  payback  ability  on  a 
loan,  will  con  tin  e  to  go  unserved.     The  9MiA  50U  very-low-income 
repair  loan  program  in  Oregon  has  been  cut  from  ^319, U30  in  1961  to 
5205,000  in  1983*     The  low-moderate  home  repair  Toan  pro(T?'w  ha»  \  ern 
reduced  from  ;>52,311i,170  in  19H1  to  *13,500,000  in  1963.     Mot  only  wiU 
more  low-income  homeowners  continue  to  live  in  unsafe  substandard  housing, 
but  a    val.:*.  le  national  resource,  our  existing:  housing  stock,  will  be 
lost  to  the  next  generation. 

Some  rural  towns  like  Seneca  and  Dayton,  which  suffer  Iron  a 
lack  of  adequate  and  affordable  housinf^  stock  are  unable  to  construct 
new  housing  because  of  water  or  westewater  problems.     Construction 
moratoriums  have  been  placed  on  30  Oregon  cominities  due  to  limited 
or  inadequate  sewerage  facilities.     In  rureT  Oregon,  r^ost  small 
coimunities  do  not  have  the  total   financial  capacil.    z^  correct  these 
ssfety  ^nd  health  harards  without  assistance  from  the  FnrA.     These 
rrobloms  severely  imj^act  the  health  oV  rural  residents,  prevent 
constriction  of  new  hcusinc,   lock  up  buiLinble  lando,   require 
lnrr*»r  buildinr  Sites,   imnnct  residpnti.nl  user  ntcs   lor  i^^rrir^-s, 
or  !  1  T^r  un'cnnlle  Imjt  ti-n?  '^n  low-wTu-H.ion  rf^sith-nti  t^ii    |.!v>i'  rt.v. 
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^t  stake  are  .jobs,  housing,   the  environr»ent,   land  use  rlnnrlni* 

comnitifients  and  safety  and  health  of  our  citizens. 

Oregon  h.is  the  fourth  hif^hest  incidence  of  wPtei'bcnie  disease 

in  the  country.     *^ost  outbreaks  occur  in  naral  areas  where  there  are 

a  larp:e  number  of  sjnall  unsafe  and  inadequate  w?»ter  systems.     It  is 

not  uncommon  to  find  riral  households  who  port  their  water  by  hand 

over  long  distan'^e  or  boil  all  their  water  before  irinkinF:,  sorw thing 

the  rest  of  us  only  do  when  camping  or  in  an  ftmergercy  situation. 

Over  1/3  of  our  rural  residents  drink  from  private  v^ells  or  srrini^s. 

often  uncovered  and  polluted.     In  19B0  the  Indian  Health  Service 

reported  that  220  cases  of  nonspecific  gastroenteritis  occurred  as  a 

l*a^ng  disease  among  the  Siletz  Indians  who  live  in  the  central  and 

western  coastal  rural  aroas.    Health  officials  state  that  the  problem 

can  be  directly  attributed  to  unsafe  domestic  water  supplies. 

There  are  180  communitiss  in  '"re';:oi    ''Int  -•  ••;   ^r   ti  •-   -i'».vLly 

reviewed  priority  list  of  sewer  construction  needs  kept  by  our 

Department  of  Environmental  ^ality.     Seventy-two  of  these  oommuni  lies 

are  under  3500  in  population,  ^rnfortunately,  the  per  capita  costs  of 

projects  to  correct  sewer  needs  in  our  small  rural  communities  can  be 

ten  times  greater  than  per  c?pita  costs  in  lartjer  urban  areas. 

These  are  most  often  j eoc le  who  can  least  afford  the  additional  cost 

and  are  usually  areas  that  have  no  other  funding  option  other  than  PttHA. 

It  is  most  likely  that  these  communities  will  remain  on  the  DF,^ 

priority  list  with  no  positive  actions  taken  due  to  cuts  in  the 

federal  budget.     The  FniiA  <^ater  and  Waste  Dispos.ul  Loan  dollars 

available  for  Oregon  conwunities  has  drooped  from  .>9,l5»fi»000  in  l?8l 

to   v3,5iiO,000  in  1?83.     Grants  for  lo»*-incofne  rural  conmrniti^s  dropi)€d 

from  o3,19f^,UOO  in  T?ri  to  $l,iil3,000  in  19fl3.     Tliis  means   thnt  tlions-inds 

of  rur^l  Orep'oni.'ins  will    continue  to  drink  <M'l^.er  contimn.-'tfui  hv 
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sewage  ^rA^hpt    jii.tirlo  c^n??  jf  rnnsy.-^cific     -=t'^>.'--~T*i'wi.s   -AV. 
continue  to  occur  '^"K>^(^  the  very  younK  all  tiie  v9y  to  the  very  old. 

The  litpact  of  federal  budget  cuts  in  rar^l  housing  •<nd  r"blic 
facility  development  is  leinjar  felt  nov  •4nH  will  only  serve  to 
intensify.'  ^.  Jeteriorf'ting  livinji  environment  for  many  loi*^inco«*ie 
people  in  the  future.     In  human  terns  this  m^ans  that  many  rural 
people  Kill  continue  to  suffer  physcially  and  ©notional ly.    At  a 
recent  hearing  on  rural  housing  conditions  and  needs  in     v.'*.-- •«^ll;.. 
stories  of  many  rural  residents  >iere  revealed  and  I  have  \r  rought 
several  photographs  of  some  of  these  people. 

itbout  fCi-r^T  •^ci-ist-'pn",    '^l:^  Vi«e"   .'f    ;•-»»»  •*»     :•  -•:,    *rj^:-:t. 
•dlT    coritipue  to  M*"?  i  i  -i  r»t-i life?? ted  3uV.sct.^P''lari  !:om«  with  a 
sewags  overflow  problem  in  her  hnclcyard.     She  has  nine  chil-'rcn 
and  suffers  from  severe  -.-t'.  I'iti*  i  •  •*.;•*•»_  'er  rt  fV'.t;    >:  .  •'•  .i-^ 
'.•r.r  l*ft  *  'JrJ.     ^!ie  '*■=  ~     r   t<?-  z\:,  she  rrt:untl,/  li-ul  Jtr»tar:?ct  surgery 
and  has  a  third  grade  education.     !)espite  this  her  3260  ?  •nonth 
income  is  scheduled  to  end  this  month  as  the  welfare  dep^rtovnt 
feels  Sue  can  go  back  to  work. 

Mthout  some  assistance  the  ^.^  family  in  Dundee ,  Oregon, 
will  continue  to  live  in  substandard  housing  and  continue  tog  et 
their  water  from  a  stagnant  sirring  downstream  of  their  outhouse 
and  a  cultivated  filbert  orchard.  Some  people  sxjeculnte  that 
their  two  sons*  mental  retardation  nay  have  resulted  fro*!  their 
polluted  wnter  suprly. 

The  Reschs  also  of    "ronde  Ronde,  Oregon,  lived  without 
running  water,  indoor  plumbing,  kitchen  fncilities  or  -i-  * »;» '^  • 
'neat  for  yC'-'ra.     The  fl6  yenr  old  '..'orld  v^ar  I  veteran  ^md  his 
wife  were  lucky  to  receive  federnl  help  through  the  FrrHA  nnd 
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Conminity  Services  Admtnistration.  hut  hundreds  upon  hundreds  of 
others  in  even  worse  situations  may  not  rer  -.ve  any  assistance  at 
a  I.T.  Cuts  in  critical  rural  housing  pror:rams  mean  these  people 
will  continue  to  live  in  unsafe  and  unsanitary  housing. 

However,  these  peoule  may  be  the  lucky  ones.  Hiey  own  a  home 
of  their  own.  Other  photographs  I  have  brouglit  with  me  depict 
some  of  the  rental  housing  available  in  rural  areas.  With  a 
ti^t  rural  rental  market  these  people  may  pay  outrageous  monthly 
rent  for  little  nore  than  a  shack.  Without  PVKA  rental  housing 
and  Section  8  rent  subsidies  these  people  will  continuL  to  be  victindzed* 

The  radical  shift  of  federal  dollars  from  programs  designed 
to  protect  the  health  and  safetv  of  all  Americans  and  to  rrovida  a 
decent  living  environment  will  have  a  lon(rbenn  effect  uron  our 
country's  human  capital.  The  price  paid  in  human  dignity  and  nride, 
mental  and  physical  health  will  prove  that  these  budget  cuts  were  not 
cost  effective.  If  all  of  our  housing  progra»n  d.-»M.irs  are  redirected 
into  our  national  defense  budget ,  we  will  have  little  left  to  defend. 
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TESTIMOHY  OF  MS.  PAT  MSJIA  BEFORE 
CONGRESSMAN  STAN  LUNDINE  ON  LOCAL  IMPACT 
OF  FEDERAL  HOUSING  PROGRAMS.   RAYBURN  -  2L0S 
MARCH  11.  1982. 

My  a«m«  it  P«t  M«|i«  «ad  I  «■  «  housing  tpccialitt  with  PPEP 
Housing  D«v«lopm«nc  Corpor«cion  in  Tucson,  Arisons.   PHDC  is  » 
non  profic  housing  corporACion  incorporACsd  by  Ch«  ststs  of  Arisons 

I  sm  h«r«  codAy  is  s««k  th«  support  of  ch«  subcoaaitcss  snd 
in  cb«  concinuscion  of  several  fsdsrsl  housing  prograas.   na-  first 
on«  is  ch«  FmHA.  Ssction  523.  which  provides  funds  co  non  profic 
orgsnisscions  like  mine  to  snabls  us  to  give  technical  assistance  to 
cicisens  vho  desire  co  iaprova  cheir  housing  conditions    Thli  523 
along  vich  302.  Che  direcc  loan  prograa  of  FmHA,  has  4Xi4b  «4  mar*    Chan 
23  faailies  co  have  new  or  improved  hones.   Along  with  FaHA,  I  waac  co 
aak  chac  che  subcoaaicce  supporc  che  concinuacion  of  HUD.  Seccion  233. 
This  subsidy  assiscance  program  for  home  ownership  provides  faailies  with 
a  30Z  direcc  subsidy  ia  Che  coaca  of  Cheir  hoae  mortgage.      While 
che  Deparcmenc  of  Labor  has  no  direcc  financial  supporc  prograa  for 
housing  of  chis  cype,  I  aa  concerned  chac  Labor  keep  cheir  adalalacraclve 
aoaies  program  for  farm  workers  housing  prograas. 

In  few  moments  I  have  coday  lee  a«  describe  soae  of  che  iapacc 
chase  prograas  b«v«  had  ctir.ough  che  leadership  of  ay  organisacion,  PHDC. 
We  assisced  13  iaw^iti  om«  faailies  in  applying  for  30  yevr  loanA   roa  Che 
Faraers  Hoae  Adaia\*  ration.   Thia  aonay  -  928,00  to  S32iO0  was  spent  on 
each  house.   The  %ca%f   parehased  ctia  vatirift  s  for  che  LShoutti  la  «bac 
will  be  called  VsLle  Dai  Sol.   Our  tv.*ft   provided  experts  o   aupenrise 
che  conacrucciaa  vtaila  the  faailies  helped  each  ocher  out.  buildlag 
afcer  wotIl  Mai    aae  veeltends.   These  13  faailiai  will  pay  $90  Co  $130 
a  aonch  oti  their  aartgegei.   Theae  13  hoaea  wars  dadleated  and  eoapleced 
in  December  of  lasc  year.   This  self  help  prograa  is  iaporcant  not  only 
because  ic  enablea  low  incoae  and  fara  worker  faailiea  co  have  decenc  houaing 
buc  che  process  also  gives  sciaulua  co  local  crades  workers.   We  use 
professionals  for  all  che  concreCe.  aaaonry  and  eleccrical  work.   PHDC 
also  provides  professional  aupervisors  Co  assist  the  faailiea  la  the 
carpentry  and  other  construction. 

Along  with  the  construction  of  these  hoaes.  PHDC  has  been  a  leader 
in  the  develop  of  solar  heating  units  for  these  and  other  house.   We 
have  conducted  workshops  and  have  been  directly  involved  in  the 
construction  of  solar  unite.   These  units  coat  about  $130  and  for  an 
additional  $20  we  are  able  to  construct  a  solar  oven. 

I  need  not  take  auch  tlae  to  tell  you  what  the  impact  of  cuts  or 
elimination  of  these  types  housing  prograas  will  be  on  low  Incoae  and 
fara  workers.   The  whole  pyschological  aspect  of  self-sufficiency— a 
trait  all  Americans  consider  sacred  will  be  harmed.   The  econoaic 
enhanceaent  and  stability  that  coaes  with  owning  and  paying  for  your 
own  home  is  critical  in  the  lives  of  farm  workers.   With  these  homes 
coae  water  and  sewer  developaent  and  che  sanitary  living  conditions  which 
in  turn  reduce  the  impact  of  disease  and  unhealthy  living  conditions. 
With  the  current  high  interest  rate  which  is  affecting  all  of  us.  these 
programs  are  not  a  heavy  burden  on  che  national  budget  and  they  do  give  hope 
and  encouragement  to  families  whose  needs  for  decent  housing  and  feelings 
of  participation  in  che  coaaunity  are  iaportant  and  often  harder  to 
attain. 
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P«S«  2 


On*  ochcr  local  and  ■ignificanc  impact  of  ch«g«  programs.   In  1937, 
a  small  band  of  Ta'^qui  Indian  farmvorkart  vera  displaced  from  chair  homas 
in  Marana,  ARizona.   Thay  ralocacad  at  a  naarby  sica  vhich  was  plaguad 
with  rattlaanakas  and  saaring  summer  heat.   There  they  built  their  present 
homes  out  of  cactus  ribs,  adobe  and  sod.  Through  the  years  they  have  toiled 
as  irrigators,  weed  cutters  and  harvesters  of  cotton.   Through  the  efforts 
of  PBDC  we  have  been  able  to  give  them  help  in  getting  better  homes.   We 
assisted  them  in  first  constructing  community  showers  and  toilets.   They 
were  not  eligible  for  th*  FmHA  loans  because  they  did   not  own  their  land. 
Local  ranchers  would  not  allow  the  To^uis  to  collect  mesquita  for  their 
wood  burning  stoves.   With  a  grant  from  the  Wilson  Foundation  and  with 
PBDC  technical  assistance  a  conversion  to  natural  gas  was  made.   The 
modernisation  of  the  Tanqui  village  continues.   I  believe  the  $195,000 
of  technical  assistance  money  FHDC  as  secured  within  the  past  year  has  more 
than  returned  an  profit  to  our  government.   23  families  in  new  homes,   paying 
a  monthly  mortgage,  and  sharing  with  others  iw  their  community  the  pride 
of  ownership  and  accomplishment.   Th*  improvement  of  the  Ta^quis  in  their 
living  environment  also  Is  a  sign  of  the  positive  impact  of  these  housing 
support  programs.   I  want  to  close  with  a  plea  for  this  Congress  to 
continue  these  programs  and  I  speak  on  this  plea  not  only  as  a  housing 
specialist  for  PHDC  but  also  aa  Preaident  of  the  Atlsona  Rural  Boualng 
Coalition.  Thank  you. 
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TESTIMONY 

SUBMITTED  BY 

VIRGIIIIA  TOEWS,  EXECUTIVE  DIRECTOR 

UORTHERtI  CHEYENNE  HOUSING  AUTHORITY 

BEFORE  CONGRESSIONAL  REPRESENATIVES 

ON  THE  IMPACT  OP  BUDGET  CUTS 

ON  INDIAN  HOUSING 

WASHINGTON,  D.C.  MARCH  11,  1982 


My  nam*  is  VirginiA  To«wg.   At  th«  Ez«cutlv«  Dirsctor  of  th«  Northern 
Ch«y«nn«  Bousing  Authority,  Lams  D««r,  Montana  for  OT«r  a  dacada  and 
a  long-tiaa  Board  Mambar  of  tha  Hortharn  Plaint  Indian  Rousing 
Authoritias  Association  and  ona  of  tha  Board  of  Diractors  of  tha  National 
Aaarican  Indian  Housing  Council  I  thank  you  for  affording  us  tha 
opportunity  of  appaaring  hara  today  voicing  our  coacarns  in  ragard  to 
Prasidant  Raagan's  budgat  and  tha  tarmination  of  tha  Oapartmant  of 
Bousing  and  Urban  Davalopmant ' s  (HUD)  Indian  housing  program.   Wa  hava 
coma  through  many  a  crisis  with  your  halp  and  eommitmants  ovar  tha 
yaars  and  wa  do  not  axpact  anything  lass  today  as  wa  join   tha  maaaiva 
outcry  of  Indian  familias  in  dira  naad  of  housing  not  only  on  tha 
Morthtrn  Chayanaa  Rasarvation,  but  nationwida.   Wa  ara  hara  to  voica 
our  pcQtsat  tgainvt  tha  prasant  Administration's  andaavor  to  disra- 
gard  tha  homing  naads  of  Amarican  Indian  Tribas  and  Alaska  Nativas 
whosa  living  conditions  ara  as  bad,  or  worsa  than  that  of  tha 
citisans  of  undardavalopad  countrias. 

NIED 

Oaa  of  tha  most  visibla  problams  on  Indian  Rasarvations  is  tha  savara 
shoirtaga  of  dacant  housing.   Sinca  1961,  HUD  has  providad  tha  only 
significant  housing  programs,  (Low  Rant  and  Mutual  Halp  Bomabuyar 
Program)  for  Indiana.   Othar  agancias  and  privata  markats  run  into 
anormous  problams  bacausa  of  tha  coaplaxity  and  unfamiliarity  of  laws 
ralating  to  Trust  proparty  and  Tr  ^al  Ggv«rni&«nts.   Howavar,  HUD 
found  a  way  to  ovarcoma  thava  abttaclss  and  bagaa  to  provida  up  to 
6,000  units  of  Indian  housing  par  yaar  in  tha  aarly  '70's.   This  affort 
hasn't  avan  scratchad  tha  surfaca  to  allaviata  savara  ovarcrowdad  con- 
ditions or  for  familias  having  no  housing  at  all. 

I  hava  brought  with  ma  tastimonials  from  many  Indian  Tribal  maoibars 
of  tha  prasant  housing  conditions  and  davastating  rasults  of  ovar- 
crowdad familias.   (Saa  attachmants)  a  faw  quotas  ara: 
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"Vie  live  in  a  four  room  house  and  there  are 
10  people  that  live  in  the  house  ...there  is 
no  weter  and  no  electricity,  I  have  to  90  a 
ten  mile  trip  to  get  weter.  I  %ash  seme  day 
to  live  in  a  good  house."* 

Mary  Young  Bull  Bear 

Oglala  Sioux 

Pine  Ridge,  South  Dakota 


"My  family  and  I  are  currently  living  in  a 
renovated  old  log  house  built  bade  in  the  30's. 
It  does  not  have  a  foundation  and  the  logs  are 
getting  old  and  rotten  in  places.  I  tried  get- 
ing  a  VA  loan,  but  the  locad  banks  refused  me 
Nwrause  I  vas  living  on  a  Reservation.  We  need 
the  houses." 

Lacnard  Uttlewolf 
Rorthem  Cheyenne 
Busby,  Montana 

"That  house  wb  live  in  is  5  years  old  and  has  four 
bedrocms  and  there  are  )  6  of  us  that  live  in  this 
house. . .  .1  tauv  that  ay  brothers  and  sisters  have 
applied  for  houses  but  there  just  are  no  houses 
available.." 

Donald  Seminole 
Nortfaem  Cheyenne 
Lane  Deer,  Montana 

"Right  now  the  Cheyenne  Indians  need  lots  of  houses 
and  better  programs  for  Reservation  people. .  .the 
Cheyenne  people  are  asking  just  for  that  equal  right, 
justice  and  equal  opportunity.." 

Vtayne  Littlewhiteman 
Northern  Cheyenne 
Montana 
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"Th«r«  is  A  drastic  need  of  housing  units  in  the 
young  fanily  sector aost  now  live  in  over- 
crowded hoaes  with  their  parents  or  grandparents 
whose  houses  in  most  cases  also  lack  meeting 
basic  hygiene  standards." 

Dennis  Sun  Rhodes 
Northern  Architect  Aropahal 
Wind  River  Reservation, 
Wyoming 

"The  Suquamish  Tribe  (Washington)  is  urgently  in 
need  of  housing  programs  out  of  76  households 
surveyed  22  need  major  repair,  23  need  minor  re- 
pair.  Prom  that  same  figure,  only  six  homes  are 
fully  insulated. 

Housing  in  this  area  runs  about  $350.00  per  month 
for  rent  and  these  are  scarce.... we  urgently  re- 
quest that  housing  programs  not  be  cut." 

Lawrence  A.  Webster 
Tribal  Chairman 
Suquamish  Tribe 

"I  want  to  express  my  concern  over  the  rescinding 
of  the  program  of  Indian  Bousing.   There  are  three 
families  living  in  this  house  consisting  of  nine 
people,  this  is  a  singly  family  dwelling.   Our 
wiring  is  bad  and  our  water  we  have  to  haul  in  by 
hand... only  wood  burning  for  heat....!  hope  there 
is  some  way  you  will  be  able  to  help  us." 

Burt  westlind 
Turtle  Mountain  Band 

of  Chippewas 
Belcourt,  NO 

"He  are  living  in  El  Monte,  CA  and  there  are  eight 
of  us  in  the  family.   There  is  nothing  here  for  us 
anymore  due  to  my  loss  of  job  and  it  seems  there 
is  none  available.   I  want  to  go  back  home  to  my 
reservation.   I  would  like  to  have  a  house  built  so 
my  children  will  have  a  home.   This  is  all  I  ask." 

Dorothy  Littlewhirlwind 
Northern  Cheyenne 
El  Monte,  CA 
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sa??l7  ^i^  boacs  2««l*d  far  aar  prcscs^  pojea- 

S3s«r!^ls9  ^rca^s  sacs  r±«  «lr*«dj  ^cx«l*ss 
will  b«  fasadl  ^j  Biaaj  aor*  ^aaclftss." 

S«x  ?*rc*  Tr^4Ll  Ss«sxa^ 

S«ar7  V.  ?«aa«y 
!»«?«« i.  IdAho 

'There  arc  aaay  faallxcs  Ii^Tiag  la  sab-'sraadard 
!ioas«s  aad  soa«  of  ^has*  hoacs  have  aor*  thaa 
oa«  faaily  l1.T2.a9  ^.a  th«a.   I  hopa  70a  «xll  (aSt* 
laco  saxloaa  coaaxdcrar^oa  tJi*  aacd  far  con^^aaad 
ho OS lag  fox  oar  poopla.* 

aolTla  J.  «h«*l«r 
%mx   9«rc« 
X.apwax ,    Idaho 

"Crowded  aad  aasaaxfcary  IxTiag  coadltlons  ba* 
caas*  faalllas  ar*  aovxag  back  to  sarTXT*  tha 
laflatloa." 

Raaoaa  Wolfa 
Viaaabago  Trib* 
Sabraska 

"The  sltaatloa  haro  at  SXOKO  aiSB  is  ^•xy   critical, 
if  Coagrass  aaglacts  tha  aaads  of  thasa  ladiganoas 
paopla  thay  will  ba  farcad  to  llva  la  oaa  roaa 
shacks  wlthoat  powar  or  watar.   Whara  doas  Coagrass* s 
hoaaalty  11a?* 

Jaaas  Byrd,  Sr. 
Chalraaa 
SXOKONISB  Trlba 
Shaltoa,  Vashiagtoa 

*Thara  ara  savaa  of  as  llviag  la  this  ona  badrooa 
hoasa  aad  wa'va  azhaastad  all  local  placas  and 
paopla  who  ara  sapposad  to  halp  as....wa  doa*t 
kaow  what  wa'ra  going  to  do  if  you  don't  halp 
us." 

E^alyn  Richard 
Oglala  Sioux 
Pina  Ridga,  SO 

•Thsre  are  aany  elderly  people  living  in  log 
houses  without  indoor  pluabing.   There  ere 
people  living  in  tar  paper  covered  houses 
I  have  seen  a  90  year  old  lady  hauling  water 
froa  a  stegnet  pond... aany  of  the  young 
faailies  are  crowded  into  their  parents  hoaas 
since  there  is  no  other  place  for  thea  to  live." 

Nancy  Elliott,  C.R.N. 
Coaaunity  Health  Narse 
Laae  Deer,  Montana 
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"Southsrn  Pug^t  Sound  Zntsr-Tribal  Rousing 
Authority  prsssntly  s«rv«s  th«  following  6 
tribes: 

Tribs  Rousing  Application  on  hand 

HOE  29  .  -  - 

Nisqually  50  •  ..  . 

Shoal  Hatar  Bay  11  ..  .  - 

Skokomish  33  -  -  - 

Squayin  Island  42  .  ..  • 

Suquamish  29  "  -  - 
194 

"It  is  urgant  that  tha  Indian  housing  programs  ba 

continue  to  maat  thasa  naads that  Indian 

Raalth  Sarvica  and  Indian  housing  ba  fundad 
fiscal  yaar  1983." 

Laslia  R.  Rutladga,  Jr. 
Bxacuti^a  Oiractor 
Southarn  Pugat  Sound  Intar 
Tribal  Roaaing  Authority 
Washington 

"It  is  urgant  that  Indian  programs  ba  ceatiauad  to 
■aat  tha  naads." 

Gaorga  N.  Kalaaa 
Chairman 
Kisqually  Triba 
Washiagtea 

"Plaad  for  continual  Padaral  fiaaacial  assistaaca 
in  dsTalopmaat  and  maaagamant  of  heosiag  ea 
MsarTatiens." 

Rick  Parrall 
BxacutiTa  Oiractor 
Sali.sh  and  Xoetanai 
Rousing  Authority 
Pablo,  Xeataaa 

"Ona  axaapla  I  would  lika  to  giva  is  a  faaily 
that  is  liTing  in  a  24  X  24  housa  which  has 

two  badrooms thara  ara  10  paopla  living  in 

this  housa  and  has  no  running  watar." 

Mary  Swing 

Oiractor 

Hortharn  Chayanna  Coaaanity 

Baalth  RaprasantatiTss 
Lama  Oaar,  Moataaa 

"I  am  sick  aad  tirad  of  baing  turnad  dowa  by 
tha  Rousing  staff.   I  aa  sick  aad  tirad  of 
gattiag  tha  saaa  answars  'I   aa  scrry   but 
thara  is  aothiag  a^ailabla  right  aew"  tha  hoaa 
wa  liTa  in  is  prasantly  housing  thraa  faailias 
which  causas  faaily  conflicts. . .thara  ara  coa- 
staat  faaily  ceaflicts  which  causas  daily 
frustratlag  situations  that  can  ba  aaotionally 
daaaging  to  ay  childran,  agas  9  and  10." 

Mr.  6  Mrs.  Prank  Rouadstoaa 
Kortharn  Chayaana  Triba 
Laaa  Oaar,  Montana 
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Z  «e«ld  llk«  to  call   yomr  attsarioa   zo   z%m   letter   fxoa  ^«  »r«sl««m« 

AdBlmlstratloos    alsHK^AAtLJioa.  s£   4«Ai.st;*l   v-i&Iif  Soi^iAf   mmA   tii«   coco* 
■Boodotlom   froa   r*i«   Y7ft«i4«mt*v   ca^^vaib^  <a   Bak«L»f   to    *ovor)i«ol 

eAlliof    foT   rmd^c*!    £«;«rj^«^^c?K  of   v^mtlj    l11   Aipof^s  of   tko  )M««lof 
i*d«atcx  ♦*'l  iftcr*A**d   r*lj.»te*   aa   t^<  jriT>^«    ■■crag*,      Lle^f^^^   tko 
cOu^  i«c«oT^vo   i»  bot±«r*Ao*.    j.^*s   s^a^or    -It    n    s-^^^aa   4o4tA    t^t 
Zodlomo   llTlOf   oo  ft4o«rT«riDa«        lt      la^lAad   Ai^lAi^t    "Ci^ro    l*   *« 
privato   soctor   am   t^o   *orr!i«r3   C^*r*&£a    ta*Ar^fc^j.oa      t^«r«fer«      tm- 
I  t^lT'^  oa  !»oc&    f^2ife&fi±^    fer  ^«4*La^   c=aatr^c^^=a   d»    ^^*    l*««rT^^10o 
Is  pcokl^iiT*-*      5o   r°«>    ^*-   ^^   fe^Atft,    'I  44   sol   dcAf   la*   f*e%    tibst 
roMle   ^tt^ifif   ams^  bo    iapz9T«4      F^t.   v^ollr  roeo^six*    c^st   i£  oock 
tottSlAf  pcafzsAS   aco   ahiEtod  ovar   to   p rivals    ladaatxy,    tlio  Bartlioxm 
C^ar«Bao    lodlvi   ««*orTftt4aA   vt^ll    ixtorallj  %4*4    so   homalav   for   tribal 
KaalHrfl    ui4   tX«ir  r««p>c?lv«   *Aadllaa>*      I  boliav*   ho   apoaka   for  aost 
or  ti^A   x^i.^9%  ^oc«^««   ^Ta^ifallT      ^^i-'  o^iomo   is  abaadoaaoat  of   Xadlaa 
■aaslag  prograaa    ^ndaaaia^  ladlaa   fulllos   to   a  coatlaaod  Ufa  of 
daspalr*   povartj  oa^i  •   ^trooiag  attltitod*  of  hoaltb  probloaa. 
Or.   #oa  ■aasroll,    x  5        Laaa  :>9m^,   aoataaa,    la  his   lattor  asaa   tha 
tocBp    "taifhlf  eeatrLbatorr'  «■  ^«   raglstors  his   dismay  that  tha 
Frssl^oAc  sad  Caa^sss  voald  sTsa  thlak  aboat  dlscoatlaalaf  tha  froatly 
Aov^sd   imfi^An  hoaalag  prograss. 

To  eoaelado,    ^saJ^d  lit^^p.    Cbalrsaa  of  tha  aoataaa   Ka^^i^-tribal 
FolicT   ba*cd,     {f«pr4B«atia4  olght  rri^s*     aaphasiaos   la  his   lattar 
that   bofOf*    fiasl    d«ci«t.oa   is   aada      saabvr*   of  tht   tTa«l€«tt%  s 
CoBKisBioQ      Coafcssi   sad  tho   Prosldoat  shoald  Tsatar*   aatsLds    t)k«ir 
oft  less  sad  soo  tho  aood  for  hoasla«   right   la  t:is   Bstioa  a  Capitol. 
Psrt«.«r,    tis  lavltos  aayoao  to   "stay   la  aa   Zadlaa  ho«ss  vharo  tha 
viad  blsvs   throogh    la  a  vsi.L  crack  aad  acts  as  a  siphoa  golaf  eat  tha 
opfosita  lids   T^:tia9  with   It  what  Ilttla  haat  rasMlas....!  kaow  of 
cs*«*  vtis^*   £«9,    thrvs      *4»«tia4  4   foor  faalllas   Ilva   la  eaa  dwalllaf. 
XII  tbsas  poepls  us   tbs   saaa   saaltary   facllltlas  which   la  tara  posas 
»ayr»  hoalth  prohlsas 

lacaasa  Z  porsoaally  haTa  boaa   la  tha   Xadlaa  ■ouslag  basiaass   for 
aoarly  20  yoars   Z  mm  kssetir  svscs  of  tha  lack  of   houiiq?    t^ock    (thara 
IS  so   iseb  ^iSf  4S  *     rsesneT   rsts"),   hoasiag  coadltloas  sad  ssTara 
ovsrcrovdsd  oosdltloas        Although  this  Adaiaistrstloa  has    *fOOd  la* 
tsatioas*    I   bars   grsst   diffiealtr  of   thsir   latsat   to    i^aors   ths   aaiqaa 
logsl    r«Bpoaiibility    to   ladlsn  trihoa.    t^islf  ■ittraas  poir«Tt7, 
IsoIstioB   tad  iiadsTsLopsd  sceaoalss   aad  sloa?  Tittn  oar   Trib*!   Prssidaat 
I  aast  hsrshly  opposs   this   Adaiaistratiea's   rscgaaandmieas. 

Tbs   aAIHC-Sstioosl   Aasricsa    Zadlsn   Bousing   Council 

Tbs   BAC-Bousing  Assistsacs    Council 

Tbs    HRBC-3ationsl    Rural    Bousing    Coslition 

Tbs    XTCA-Sstionsl    Tribsl    Cbairasn'a    Aaaocistion 

Sortbsrn   Plains    Indian    Bousing   Authoritiss    Assoc. 
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Oklahoma  IHA  Assoc. 
Montana  Inter-Tribal  Policy  Board 
Northern  Cheyenne  Housing  Authority 
Blackfeet  Indian  Housing  Authority 
Absentee -Shawnee 
San  Ignacio  Yaqui  Council,  Inc. 
The  above  groups  recommend  Congress  assure: 


1.  That  immediate  and  continuous  commitment  ^o  providing 
Federal  housing  assistance  to  American  Indians 

and  Alaskan  Natives,  both  on  and  off  Reservation. 

2.  That  within  this  commitment.  Congress  guarantee  a 
housing  component  to  meet  the  needs  of  the  very 
lowest  income  tribal  members. 

3.  That  for  the  short-term,  the  existing  HUD  Indian 
Housing  Programs  remain  in  place  with  strict  pro- 
gram improvements  such  as  deregulation,  cost 
containment  and  technical  assistance  for  Indian 
housing  management. 

4.  That  water  and  sanitation  facilities  be  provided 
for  RUO  Indian  housing  units  in  the  pipeline  by 
the  Indian  Health  Service,  as  appropriate. 

5.  That  BUO  not  be  allowed  to  deobligate  or  transfer 
housing  funds  to  provide  water  and  sanitation 
facilities,  thus  diminishing  the  number  of  housing 
units  to  be  constructed  for  needy  Indian  families. 

6.  That  funding  for  the  4,000  units  of  HUD  Indian 
Housing  for  FY'82. 

7.  That  operating  subsidies  for  rental  projects  be  pro- 
vided in  adequate  amounts  in  a  timely  manner  to 
protect  and  maintain  the  Federal  investment  in  housing 
as  stated  in  the  Annual  Contributions  contract. 
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IhcJ  national  rural  housing  coalition 


AaranE.  Henry 
VInC 


EmcvUvc  Dirtctor 

Janr  Hardin 


April    20,    1982 


'David  Raphael 
Sacond  Vice  Ckalraun 


Frank  CarteOaiKw 
National  Aiaociation 
of  Fanrnvorker 
Orsanizaiiont 

Ciahiiv  N.  DoUware 
National  Low-Income 
Housing  Coalition 

)oK  Garza 
National  Hispanic 
Housing  Coalition 

fames  Harvey 


Planning  and  Housing 
Association 
Robert  M.  jason 
Housing  Assistance 
Council 

Jconine  Kleimo 
Rural  America 
Lee  Reno 
National  Housing 
Law  Proiect 

Hal  Wilson 
Housing  Assistance 
Council 

Reuben  Sanchez 
NaHonal  Hispanic 
Housing  Coalition 


Hon.  Henry  B.  Gonzalez 
Chairman,  Housing  and  Community 

Development  Subcommittee 
U.S.  House  of  Representatives 
2129  Rayburn  House  Office  Building 
Washington,  D.C.  20515- 

Dear  Representative  Gonzalez: 

On  March  16,  1982,  Moises  Loza  testified  before 
your  Subccmmittee  on  behalf  of  the  National  Rural 
Housing  Coalition.   He  submitted  for  the  record  the 
testimony  of  rural  housing  advocates  around  the 
country  presented  at  the  NRHC's  March  conference. 
Since  that  time  we  have  received  additional  written 
testimony  which  we  would  like  to  add  to  the  hearing 
record  if  it  is  still  open.   Copies  are  enclosed. 

Thank  you  very  much  for  your  attention  to  this 
matter . 

Sincerely, 


Leslie  Strauss 
Administrator 


1016  16th  Street,  N.W.,  Suite  8N.  Washington,  D.C.  20036    •    (202)  775-0046 
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Clio  frermn  T^^tfit 
U<*f»,  ?5U!»     3/22/P2 


St«trK«nt  on  Bceslnf  Ke«ds  1»  Cache  Ccvntj     I    i,  


I 


V.f  nsmm  i«  Sue  ^-^rtinez.     I  rerreseot  the  ITmD  ICobilcbcsve  Co-cy 
*ff5  CltiTtns  for  tow-Cost  Eoosisf*     I  «pproei«to  yo«  for  fivlaK  ■•  tMs 
opportunity  to  <SoetB9ent  tho  hoosij^  mod<  of  tbo  pooplo  of  Caete  Coa0ty« 
esptelAllf  p9opl«  In  tho  lowor  incowt  l«roelGrts«     BoosisiK  »••<>•  of  tlM  lav 
to  Moderate  incono  havo  trsditionsllj  boos  «  Ufh  priority  of  tlw  ^nall 
Citic0  CcTKunitj  IVrelopRont  Block  Grant  procraa*     ^  wuit  tho  trsditioa 
to  eontinoo  and  ask  that  yoo  placa  high  priority  on  aetiTitias  that  aro 
diraetlf  ralatod  to  hcosing  derolopKcot  and  rahabilitation* 
Bac'oroPTx!  ^ 

Tha  entira  eoontry  is  in  a  hoosinf  crisis.     Production  of  now  hoosiac 
nationally  is  st  its  lovest  loral  in  two  genorations*     ZOpar  cent  of  all 
construction  uorkars  mrm  tmenoloyod.     As  many  m»  1,000  sarinrs  and 
irst notions  eoald  fail  vithin  tho  next  jemr,     Hants  bava  increasod 
tlcally  In  tho  last  fev  yaars.     Shaltor  costs  typically  tako  np  50  to  70 
per  cant  of  tho  low  to  sodarato  IncoiM  hoosohold's  bodget* 

Tha  ineraasad  deisand  for  housinc  caused  by  a  lack  of  boosing  starts 
eoopled  with  an  Inoreasa  in  nomlation  rasult  in  hifhar  shelter  costs  for 
lev  to  noderate  Incone  honaeholds  and  a  lower  access  to  good  housing. 
At  an  example,  I  will  use  the  findint^a  of  a  narketlng  feasibility  study 
done  for  UNITED  Kobllehoae  Co-op  in  Logan. 
Fxtrple 

The  residents  of  Hatfield's  Court  have  organized  Into  a  co-op  for  tho 
purpose  of  developing  a  co-op  park  In  Loffan  that  will  be  owned  and  managed 
by  the  residents  of  the  park.     The  residents  of  Hafflelds  are  being  displaced 
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br  drvelooMnt  of  «n  office  buildine  and  «  Safewmj.  We  want  to  develop  « 
ee-oo  r«rk  to  solve  our  disolaeenent  problea.  3e«r  Rlv«r  Aes.  of  Gov.'* 
Allocated  *3,500  in  hoaslnc  funds  to  ths  Cowwunlty  Action  Aeenej  to  be  used 
as  "seed  roney*  tovard  the  develoment  of  the  park.  The  aarketinc  study 
pretered  for  us  by  the  Small  Business  Development  Center  of  050  this  aontht 
Xareh,  1992,  vas  done  to  determine  the  feasibility  of  developing  a  nobileho«e 
park  in  I<ogan« 

Table  i  (ettached)  frives  infomation  on  Bobilehone  parks  in  the  ^Te^» 
All  of  the  parks  contacted  had  100  per  cent  occupancy.  Park  Managers  receive 
10  to  30  inquiries  per  Bonth,  Most  of  the  parks  attract  a  aixture  of  tenants— 
sarriedy  single,  yonng  faailies,  retired.  Several  tenants  of  the  saaller  parks 
coHplained  of  poor  vanapesient  and  rundown  conditions. 

There  is  one  new  BobilehoBw  subdivision  awaiting  developnent  in  Logan. 
The  owner  indicated  that  financing  terns  and  high  interest  rates  nay  pose 
a  reel  problea  for  potential  buyers.  The  owner  will  have  to  sell  the  52 
lots  for  in  excess  of  ^10,000  Just  to  break  even. 

Kobilehone  sales  have  been  very  poor  because  l)  there  is  no>^ere  to  put 
a  new  aobilehoM  and  2)  the  interest  rates  are  so  hi?h  that  people  can't 
afford  to  finance  then.  Dealers  feel  the  sales  will  stay  the  same  until 
interest  rates  come  down. 

"ionsikKationsl  Bank  is  the  only  bank  in  Logan  offerln?  mobilehome  financing. 
Sore  out-of-town  financial  lenders  offer  better  rates. 

According  to  VAV  Realtors,  new  housing  starts  are  at  a  standstill.  The 
res  Iters  estimated  the  housing  surplus  to  be  at  a  low  2  to  3  per  cent.  Average 
occupancy  rates  on  rental  housing  ranee  from  80  to  95  per  cent  depending  on 
location,  condition  and  tixe  of  year.  Average  rental  rates  are  as  follows t 
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2  bedroom  apt.    *  200-250 

3  bedroow  apt.     250-300 
houses  300-'f50 

In  1979f  the  ayerage  nonagrl cultural  uonthly  wage  In  Cache  County  was 
733,00.   250  rent  is  3^  per  cent  of  733 •  and  that  does  not  Inclued  the 
cost  of  utilities. 

The  projected  t>opulation  growth  for  Cache  County  is  39  per  cent  fro« 
19^0  to  1990*  The  projected  grovth  should  stimulate  an  increased  denand 
for  housing. 

Although  demand  or  interest  in  new  mobilehome  housing  looks  very  strong 
and  the  people  of  Hatfield's  Court  are  facing  iamediate  displacenent,  the 
feasibility  of  developing  a  new  park  is*  largely  a  function  of  the  land, 
developing  and  financing  costs  involved.  Based  on  estiaiated  costs  and 
interest  rates  and  the  average  annual  wages  of  the  work  force  in  Cache 
County,  the  feasibility  of  such  an  undertaking  is' questionable.  The  study 
says,  however y  that  if  a  group  of  individuals  with  a  covmon  interest  could 
oool  thier  human  and  financial  resources,  a  cooperative  park  nay  prove  to  be 
very  successful  in  this  area. 

Without  the  support  of  financial  resources  such  as  those  available  througjh 
the  CDBS  program,  self-help  projects  such  as  ours  ikv  not  possible.  I  urge 
vcu  to  take  the  housing  needs  of  the  people  of  Cache  County  into  consideration 
and  nlaee  hi^h  priority  on  housing  in  the  CD9G  program  for  the  Bear  River 
District. 
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THE  EFFECTS  OF  THE  ADMINISTRATION'S  FY  '83  BUDGET 

ON  MUTUAL  SELF-HELP  HOUSING  PROGRAMS 

Prepared  by 

LAKE  COMMUNITY  DEVELOPMENT,  INC. 

March  1982 

The  Reagan  Administration  Is  proposing  to  reduce  FnHA  rural  housing  prograas 
by  two- thirds  In  Fiscal  Year  1983.  The  total  cut  In  FaHA  landing  aedvlties. 
for  housing  Is  $3  billion.  This  means  a  loss  of  over  60,000  subsidized  units 
and  another  12,000  moderate  Income,  unsubsldlzed  loans. 

Under  the  Reagan  budget,  FmHA  would  be  able  to  finance  20,000  loans  under  the 
502  program  for  homeownershlp  (compared  to  83,770  loans  in  Fy  *82),  about 
9,400  very  low  Income  repair  loans  and  grants  (compared  to  11,750  loans  and 
grants  In  FY  '82),  less  than  6,000  rental  housing  units  under  the  515  program 
(compared  to  30,170  units  in  FY  *82)  and  about  1,000  farm  labor  housing  units. 
In  addition,  the  technical  assistance  grant  program  for  self-help  housing 
organizations  is  proposed  for  elimination. 

The  mutual  self-help  housing  program  provides  low  and  moderate  income  families 
with  the  opportunity  to  obtain  homeownershlp  by  contributing  their  o%m  time 
and  effort.  Assisted  by  a  non-profit  corporation,  a  group  of  6  to  10  faailiet 
works  together  to  build  their  own  homes.  Mortgage  money  is  provided  by  the 
FmHA  Section  502  loan  program.   Skilled  and  technical  Jobs  are  subcontracted. 
The  main  purpose  of  the  self-help  program  is  to  reduce  the  mortgage  costs  for 
each  family,  thus  enabling  families  of  lower  Incomes  to  attain  homeownershlp. 
In  Fiscal  Year  1982,  approximately  3,000  self-help  homes  will  be  built  nation- 
wide. 

In  Lake  County,  a  mutual  self-help  program  is  administered  by  Lake  Comunity 
Development,  Inc.   Since  the  inception  of  the  program  in  mid  1979,  49  homes 
have  been  completed  in  such  communities  as  Mt.  Dora,  Eustis,  Leesburg  and 
Astatula.   Five  homes  are  currently  under  construction  in  Groveland  and 
additonal  units  are  planned  for  Eustis  and  Mt.  Dora.  During  the  past  year. 
Lake  County  families  participating  in  the  self-help  program  have  had  an 
average  income  of  $9,000  and  have  been  employed  in  a  variety  of  jobs:   farmwork, 
farm-related  industries,  unskilled  and  semi-skilled  labor  and  service  Jobs. 
The  majority  of  these  families  would  not  have  been  able  to  afford  a  home  unless 
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they  had  been  willing  to  contribute  the  time  and  effort  required  by  the  self- 
help  program.  An  additional  benefit  of  the  program  is  the  participation  by 
all  families  in  homeownershlp  counseling  sessions  dealing  with  homeowner 
responsibilities. 

Self-help  housing  has  had  benefits  for  the  Lake  County  community  in  general. 
Of  the  approximate  $26,500  in  loan  funds  for  each  home,  an  average  $22,500 
is  invested  back  in  the  community  in  the  form  of  permit  fees,  utility  connection 
fees,  purchases  from  building  suppliers  and  monies  paid  to  local  subcontractors. 
Each  new  home  is  an  addition  to -the  local  property  tax  base  and,  in  most  cases, 
is  a  much  needed  improvement  in  an  historically  poor  neighborhood. 

The  elimination  of  the  self-help  housing  program  and  the  significant  reduction 
in  FmHA  mortgage  funds  will  eliminate  the  opportunity  of  homeownershlp  for 
many  rural  families,  in  Lake  County  and  throughout  the  country. 

NOTE:  FmHA  Budget  Estimates  Provided  by  National  Rural  Housing  Coalition 
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LAKE  COMMUNITY 


North  Lake  Office 

P.O.  Bob  8M 

Tavarcs,  Ftocida  3277t 

904/M}-0171 


DEVELOPMENT,  INC. 


South  Lake  Off<e 

PC  Bo>  4 

Oermont.  Florida  32711 

904/394.SS1I 

Eustit  Office 

P  O  BOR  489 

Euslis.  Florida  32726 

904/589-2200 


Response  to  Budget  of  the  U.S.  Govemaent 

Flscsl  Year  1983 

Office  of  Msnageaent  and  Budget 

Prepared  By 

Lake  Coonunlty  Developaent*  Inc. 

March  1982 


Uak«  CnHiinlty  PevelopoMnt,  Inc.  (LCDI)  Is  a  private  non  profit 
corp^rBClDH  that  la  productP^  houBlA^  lor  famlliea  of  low  and  moderate 
incove  Id  Laka  County,  Florida   LCD?  a  vjar  actlvltteB  are  mutual 
self -help  hwiHina*  housing  rchahUlCatlan  and  mlttfanlly  houalng  for 
farsiworkfira.   Thorefore  the  fallDwlns  reapoods  to   those  budget  items 
dealing  specifically  with  Chose  houalnA  pragTama. 

HutuJil  Self-Hftlp  Houalfla-   In  order  to  function,  this  housing  pro£faa 
depends  upon  Fa  mars  Hdae  Ad&lnlstratlon  trniHA}  Mutual  Self -Kelp  Housing 
Technical  Aaalatsnce  t^raata  and  FbHA  Individual  Home  OwnerahLp  Loasa 
The  foil  wing  budget  have  been  propossd  for  theac  tvg  tens 

Technical  Assiscanca     IB   Br*»ti  in  FY  82    0  grants  lo  FT  8  3 
Lcw-lncove  Houstng  Loana  35,^^0  units  in  FY  BZ   12,720  units  in  FY  83 
The  Administ ration  s  rationale  for  these  reductions  includes  the  following 
argumenta: 


A<tttlni3tratlon 
-  Rural  areas  are  adaquately  aerved 
by  private  credit 


-  A  reduction  in  loan  volume  will 
allow  FmHA  to  focua  on  the  moat 
needy  families. 


LCDI  Response 

-  According  to  the  Eaat  Central 
Florida  Hegtonal  Planning  Council, 
the  average  tticoae  In  take  County 
la  $16,990  and  the  average  cost 

of  a  new  home  is  $70^000.   Becauae 
high  Interest  rates  make  it 
Inposslble  fo  the  mvarage  fanily 
to  afford  the  average  house 
Lake  County  Cowilssioners  are  in 
the  process  of  iesuing  bonds  to 
finance  single  family  construction. 
{See  AtcachBent  A) 

-  The  recognition  of   the  ibportanC* 
of  aerving  the  noat  needy  is 
i^oKieTidablc  hovever  the  ellmlnatlOA 
of  the  mutual  self -help  hcnjfting 
program  would  prevent  thla  from  being 
accomplished.  The  average  Income  of 
LCDI's  self-help  families  is  $9,117 
and  the  average  mortgage  la  $26,230. 
No  conventional  builder  is  reaching 
thla  market. 


'huMun^  Communitks  cf  t/ir  Jumrc 
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Ad«lnt«tratio« 
A  rcductloa  in  lomn  volu 
iaprove  dttliiiqueiicy. 


I  vlll      -  Ic  is  iaportJOC  to  detervine  the 

Tval  UtfVK  of  dclljtquencies.   Soac 
H^n'  v«ASOrafi  4rc  ch«  lack  of 
■da^tate  couti»iit%  inadequate 
•biCf  tA  perform  delinquency 
fallow^^up  Ijiadc^uaic  c^m^ter 
CJif«citT  «iul  report  IcA   None  of 
tbe««  vQuld  necessarily  be  solved 
br  reduced  l(»n  ^olttae   Self-help 
liomii^,  through  active  participation 
and  Bducation  o£  faailies,  assists  in 
reducing  delinquencies. 

Vith  a  larga  uoaet  bousing  need  aaong  aiddle  incoae  faailies,  there  is  no 
ifKCfitive  far  ibc  prlvat*  KirVet  to  TKSpottd   ta   the  needi  of  the  low  and> 
^deraL*  lneov4  f«silie>  vba  are  cutt-cbcIj  ^eiitg  tarvAd  bj  the  self-help 
housing  progran.   tiL  addition  to  serving  a  legitiaate  need,  self-help 
housing  generates  signlfl^siE  aaounta  of  aoney  in  the  local  cooounity 
through  payacnta  to  suppliers  askd  subcontractors  (See  Attachaent  B) . 

Houting  Rehabllltatton:  FaBA  provides  two  types  of  assistance  to  faailies 
vhOB«  current  hovcB  need  repair:  very  low  incoaa  repair  loans  and  very  low 
iacoas  repair  grants.  Iha  following  budget  has  been  proposed  for  these 
itcM: 

lapair  Loans    S.296  units  in  FT  81    6,440  in  FT  82    5.900  in  FT  83 
lapair  Grants   7,687  units  in  FT  81    4,651  in  FT  82    3.515  in  FT  83 
The  Admin lit ratl^m's  rationale  for  these  reductiona  includes  the  following 
argunents: 


-  Rural  -aTe&s  are  a(j*quat*lj  served 
by  private  credit 


-  A  reduction  in  loan  voluae  will 
allow  FaBA  to  focus  on  the  aost 
needy  faailiea. 


In  low  iticcwe  cc^vunidea  throughout 
Lake  Cci^iity  ffubBtandaTd  housing  has 
been  signif  Ic^ticly  tap  raved  only 
when  public  aoney  has  been  available 
(CDBG,FbHA).  Due  to  the  very  severe 
problems  in  aany  of  these  hones, 
there  is  no  incentive  for  private 
contractors  to  repair  then. 
The  rapines  wno  beneT  it  froa  FaHA 
repair  progTan  are  anOng  che  the 
ao       nfeedy  in  Lake  Couniy    (See 
Attachaent  £)   Without  low  interest 
loans  and  grants,  these  faailies 
(nany  of  thea  elderly)  would  have 
no  aeans  of  accoaplishing  even  the 
•ost  ainiaal  repairs.   It  is 
beneficial  to  keep  the  rural  elderly 
in  their  own  hoaes. 


-2- 


Digitized  by  VjOOQIC 


572 


FaraworkT  Housing;  Faraworksrs  h«v«  hiatorlcAlly  been  the  lowest  paid 
and  the  aost  poorly  housed  segnent  of  our  society.  FhHA  provides 
Section  514  loans  and  Section  516  grants  for  the  purpose  of  constructing 
housing  for  faraworker  f sallies.  The  following  budget  have  been 
proposed  for  thes  Items: 

Fara  Labor  Loans    1,340  units  In  FY  82    1,090  units  In  FY  83 
Fara  Labor  Grants      44  grants  In  FY  82     43  grants  In  FY  83 
The  Adalnlstratlon*s  rationale  for  these  reductions  Includes  the  following 
arguments: 


Adalnlstratlon 
Rural  areas  are  adequately  served 
by  private  credit. 


-  A  reduction  In  loan  voluae  will 
allow  FmHA  to  serve  the  aost 
needy . 


LCPI  Response 

-  Due  to  high  Interest  rates  and 
high  housing  standards,  private 
Individuals  (Including  faraers) 
are  not  willing  or  able  to  build 
fazaworker  housing.  The  stigaa 
attached  to  faraworkers  further 
discourages  construction. 

-  Faraworker  faallles  are,  without 
a  doubt,  among  the  aost  needy. 
A  recent  survey  by  LCDI  showed 
that  faraworker  families  In 
South  Lake  County  was  between 
$6500  and  $7500  per  year.  Even 
with  a  low  Interest  loan  and  a 
grant,  LCDI  will  have  difficulty 
constructing  units  that  will  be 
affordable  for  faraworkers.   (See 
Attachment  D). 

The  Administration's  projection  of  the  number  of  grants  may  be  misleading. 
Due  to  the  unavailability  of  rental  assistance,  applicants  will  find  it 
necessary  to  request  that  90Z  of  the  project  costs  be  paid  with  grant 
money.   In  the  past,  the  average  was  closer  to  50Z. 
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Attachment  B 
Funds  Generated  by  LCOI  Sclf-Halp  Housing 

Wuiiber  of  Houses:   41 

Paid  to  Subcontractors; 

Pluabing,  Electric  and  Heating  $139,850.00 

Masonry  44.890.00 

Aluainua  (Fascia.  Soffit.  Gable  Ends)  36.840.00 

Dryvall  {Wnt*Tlaifl  and  Labor)  53.240.00 

Cabinets  39.760.00 

Insulation  (Attic)  9.370.00 

Paid  to  Major  Suppliers: 

General  Building  Supplier  $176,280.00 

Mas'oiffy  Supplier                 ^  92.790.00 

Paint  13.360.00 


Attachaent  C 
Characteristics  of  LCDI  Repair  Applicants 


Faaily  #1 

Age  of  Head  of  Household:  75 

Annual  Incone:  $3,550 

DescTiptim  at  House:  Wood  fraae  with  three  bedrooa.  living  rooa* 

bath,  lEltchvp  and  porch.  Tar  paper  cover  outside. 
DucripCloiQ  of  ttepaird  Seeded:   K«p«lr  roof,  cila  celling,  taplece 

loBc  vlitdovi,  \ipgrad*  electrical  servica«  repair  plunblng. 

Coit   $5,675 
Deficrlptlda  ot  Ttmlly       Hiad  of  household  Is  a  75  Tfisf  old  vldov 

whose  husband  was  a  farpmorker.   5h«  ha.M   owned  tha  ^ouse  since 

1954.  She  is  dependent  on  Social  Secruity.  Her  daughter  aakes 

all  financial  decisions  for  her. 

Faaily  #2 

Age  of  Head  of  Household:  65 
Annual  Incoae:  $9,050 

Description  of  House:  Concrete  block  with  two  bedrooas.  kitchen. 
Iving  tOEJBp  batb  and  utility  rooa.  Roof  is  tin;  electric 

■■ivlcc  Is  30  tap. 
I^tfiCTlptlcm  at   Etcpmirs  Needed   Upgrade  electrical  service,  install 

vater  heater*  replace  toilet,  Ln^nail  atalnlcfls  stfeeL  kltchea 

■Ibk,  dTTvall  bathrooa  nils.  Install  kitchen  cablAStSp  Install 

two  :iew  cxterlar  doorB.   '"r^^-  -  $5,450 
Description  of  ^ai&Uy   Head  of  Household  is  a  65  year  old  aan  who 

varies  part- c  lac  and  is  a  foraer  faraworker.  He  has  owned  his 

boae  since  1955.  His  wife  is  70  years  old. 

FaaUy  #3 

Age  of  Head  of  Household:     36 

Annual  Incoae:     $11,000 

Deacrlptlcm  of  House:     One  story  with  one  bedrooa.   living  rooa. 
kitchen  and  bath,     rioters  are  sloping  and  roof  is  tin. 

Description  ol  Repairs  M^edtd       Upgr^ae   windi:)us.  upgrade  walls 
and  celllAE,    replace  pluming   la  kitchen  and  bath,  upgrade 
electrical  aervlcvp   level  floors.     Cost       $8,600 

Description  of  Family      Head  of  household  !■  a  single  aan,  age  36. 
who  inherited  the  house  in  1972      He  is  a  grove  worker  and 
takea  great  pride  in  the  house  which  la  always  tidy  and  well- 
kept. 
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ramily   #» 

Age  of  Head  of  Household:  53 

Annual  Income:  $10,800 

Description  of  House:  Vood  fraae  with  two  bedrooms,  kitchen, 
living  room,  bath  and  porch. 

Description  of  Repairs  Heeded:  Ctfrer  exposed  wiring;  install 
ceiling;  install  two  windows;  rehab  bath,  flooring,  kitchen 

Description  of  Family:  Head  of  household  is  a  53  years  old  man 
whose  wife  is  50  years  old.  They  have  5  grown  children  who 
live  elsewhere  and  3  children  who  live  with  them.  He  works 
part-time  doing  nursery  work  and  has  a  full-time  Job  as  well. 


Attachment  D 
Projections  for  LCDI's  Farmworker  Housing 


Total  Estimated  Csot  (January  1982)  -  $2.42  million 
Number  of  Units  -  60 
Distribution  of  Units 
3  one-bedroom 

15  two-bedroom 

28  three-bedroom 

14  four-bedroom 

If  LCDI  received  a  50Z  loan  and  50Z  grant  from  FmHA,  the  monthly  rents 
would  be  approximately: 

$206  one  bedroom 

$227  two  bedroom 

$246  three  bedroom  ** 

$263  four  bedroom 

With  a  lOZ  loan  and  90Z  grant,  the  rents  would  be: 
$158  one  bedroom 
$173  two  bedroom 
$188  three  bedroom 
$201  four  bedroom 

Therefore,  even  with  90Z  of  the  cost  being  paid  with  grant  funds,  rents 
are  still  substantial  for  farmworker  families.  This  example  clearly 
shows  that  it  would  be  impossible  to  construct  similar  housing  in  the 
private  market  at  a  price  that  farmworkers  could  afford. 
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Crow  Tribal  Housing  Authority 

Box  99 
Crow  Agenqr,  Montana  59022 

Phone  406-638-2665 


March  9,  1982 


Ms.  Peggy  Denker 

National  Rural  Housing  Coalition 
1016  Sixteenth  Street  NW  -  Suite  8N 
Washington,  D.C.  20036 

Attention:  Virginia  Toews 

Dear  Ms.  Denker: 

The  National  Rural  Housing  Coalition's  concern  for  rural  housing  Is  a 
concern  for  Indian  housing.  As  I  am  sure  you  know,  Indian  people  are 
the  most  rural  of  all  people  In  these  United  States. 

By  way  of  background,  the  Crow  Tribe  is  located  on  a  reservation  in 
southcentral  Montana.  Presently,  the  total  membership  approximates 
6,500  and  the  Crow  Tribe,  on  the  average.  Is  an  extremely  young  tribe. 
(75%  are  24  years  and  younger.)  Of  the  total  population,  there  are 
presently  on  file  at  the  Crow  Tribal  Housing  Authority  122  applications. 
In  my  opinion,  this  great  demand  for  housing  can  be  directly  attributed 
to: 

(1)  The  demand  of  young  Crow  Indian  families  for  housing 

(2)  A  reverse  migration  of  Crow  Tribal  members  who  are 
returning  from  off  the  reservation  to  the  reservation. 

(3)  The  1978  spring  flood  which  destroyed  property  including 
houses  of  Crow  people. 

In  my  opinion,  this  demand  will  continue  to  rise  in  the  future. 

Also,  it  should  be  noted  that  traditionally  a  home  or  house  is  the  second 
mother  for  Crows.  According  to  the  Crow  way,  each  Crow  has  three  mothers 
which  Includes  the  biological  mother,  the  home  and  mother  earth,  therefore, 
the  Crow  people  who  are  without  homes  and  who  live  in  overcrowded,  un- 
sanitary and  unsafe  conditions  are,  so  to  speak,  without  their  second 
mother. 

I  would  appreciate  anything  you  can  do  on  behalf  of  the  Crow  Tribe  and 
wish  to  thank  you  for  asking  the  Crow  Tribe  to  participate  in  this  effort. 

Sijrjcerely, 

Patrick  Stands,  Chairman 
Crow  Tribal  Housing  Authority 


Digitized  by  VjOOQIC 


677 


HOH  INDIAN  TRIBE 

STAR  ROUTE  1 .  BOX  917      FORKS.  WASHINGTON  98331 
TELEPHONE  206-374-6582 


March  12,1982 


AITENTION:  Cushing-Dolbear 
Indian  Housing  -  Virgina  Pgmbs 
National  Rural  Housing  Coalition 
1016  16th  St.  N.H.  Suite  h-H 
Washington  D.C  20036 


Dear  Sir: 

I  am  an  individual  member  of  the  Hoh  Indian  Tribe.   I  am  %in:iting  to  you  to 
express  my  conoem  for  the  future  of  rny  people.  Because  of  the  Federal  Budget 
Cut  Back,   vie  are  on  that  list  to  lose  our  Houses.   We  had  applied  for  houses 
for  the  people  so  that  we  could  stay  on  our  reservation  ,  and  be  close  to  our 
Indian  Heritage  6  Culture.   Where  ve  can  express  our  culture  freely.   With 
the  loss  of  the  homes  our  people  are  forced  out  into  the  cities.   In  the 
nearby  surrounding  the  Hoh  Indian  reservation  or  nearby  reservations,  and  to 
conpete  with  the  non  6  Indians  for  housing.   If  you  cem  see  it  in  your  heart 
and  see  our  loss  please  help  save  our  houses. 


Sincerely, 


1^ 


.a  •;)J*vA'X 


Donna  George 
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HOH  INDIAN  TRIBE 

STAR  ROUTE  1 .  BOX  91 7      FORKS.  WA^tNOTON  9833f 
TELEPHONE  206-374-6582 


Ciish  1  ng-Dol  bear 
Indian  Housing  -  Virgina  Powes 
National  Rural  Housing  Coalition 
1016  16th  St.  N.W.  Suite  A-N 
Washington  D.C  20036 


March  10,1982 


Dear  Sir: 

This  is  a  letter  of  response  to  the  recinding  of  all  but  160  units  of  4,000 
units  for  Indi2ui  housing  programs.  I  feel  that  cutting  back  in  programs  that 
have  followed  through  within  the  last  five  to  ten  years  is  a  waste  of  effort  on 
the  tribes  area  for  submitting  and  working  on  housing  programs.  Mostly  because 
some  tribes  have  been  working  on  getting  these  programs  through  the  housing 
funding  area  and  the  process  will  have  to  be  submitted  over  again.  I  feel  that 
if  there  is  to  be  a  cut  back  that  these  type  of  programs  should  be  gradually 
worked  into  the  system  and  not  on  an  instant  decision. 

The  Hoh  Indian  Tribe  has  been  working  on  housing  for  the  last  ten  years  for  a 
project  and  when  the  tribe  had  finished  the  application  only  to  learn  that 
there  is  going  to  be  a  cut  back  and  the  tribe  is  in  jeopardy  of  losing  these 
hemes.  I  feel  that  this  type  of  project  is  not  for  the  benefit  of  any  tribe  and 
any  decision  that  is  made  at  this  time  will  only  do  harm  to  the  tribes  that 
have  projects  in  the  near  future. 

The  Hoh  Indian  Tribal  members  are  living  in  sub-standard  trailer  homes  at  this 
time  and  I  feel  that  these  type  of  homes  are  not  up  to  standard  because  of  the 
type  of  material  that  is  used  to  make  these  type  of  trailers.  There  are  two 
families  that  live  in  one  house  on  the  reservation  and  there  are  families  that 
live  outside  of  the  reservation  because  there  is  no  homes  to  rent  in  our 
reservation. 

Although  the  size  of  the  reservation  is  not  a  large  area  there  are  more  members 
that  do  enroll  into  the  tribe.  The  isolation  of  the  reservation  does  not  help 
the  members  that  want  reside  on  the  reservation.  The  Hoh  Indian  Reservation  is 
located  on  the  ocean  side,  30  miles  from  any  type  of  shopping  area  and  120 
miles  north  of  Aberdeen  WA.  There  is  a  need  for  adequate  housing  on  the 
reservation. 

I,  Mary  K.Leitka,  Chairperson  of  the  Hoh  Indian  Tribe  %#ould  like  your  support 
opposing  the  recinding  of  these  programs  for  this  fiscal  year. 


Sincerely, 


Hoh  Indian  Tribe 
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IN  REPLY  REFER  TO: 

UNITED  STATES 
DEPARTMENT  OF  THE  INTERIOR 

BUREAU  OF  INDIAN  AFFAIRS 

BLACKFEET  INDIAN  AGENCY 

BROWNING.  MONTANA     59417 

March  8,  1982 


Gushing  Dolbear 
1016  16th  St.  N.W. 
Suite  8  N 
Washington,  D.C.  20036 

Att:  Virginia  Towes 
Indian  Housing 

Dear  Sir: 

The  Blackfeet  Indian  Housing  Authority  has  processed  an  application 
to  obtain  funds  to  provide  housing  for  the  homeless  Blackfeet  Indian 
families. 

Due  to  the  non-exl stance  of  available  adequate  housing  on  the 
Blackfeet  Reservation,  there  are  families  with  children  that 
must  sleep  In  various  locations  until  the  next-of-kin  (In  already 
crowded  living  conditions)  take  the  families  Into  their  homes. 

On  many  occasslons  through-out  the  year,  the  Blackfeet  Tribal 
Business  Council  takes  action  to  approve  paying  a  local  motel 
for  a  room  for  the  homeless  families  In  dire  need.  This  Agency 
has  had  to  do  like  wise. 

I  strongly  urge  that  the  Blackfeet  Indian  Housing  Authority's 
request  for  funding  to  secure  more  housing  be  approved. 

Sincerely, 


Super  Inllendent 
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Mr.  Cuphin^'  Dolbeare 
National  Housing  Coalition 
1016  16th  St.  N.W.  Suite  8N 
Washing'ton,  D.C.  20036 


March  3,  1982 


Dear  Mr.  Dolbeare, 

I  am  an  enrolled  menber  of  the  Turtle  ?feuntain  band  of  Chlpewa  Indians  on  the 
Turtle  'fountain  reservation,  and  I  am   very  concerned  over  the  contents  of  the  docu- 
ment dated  February  10,  1962,  Federal  Register,  nart  A,  marked  Office  of  '*anagenent 
and  Budret,  budget  recissions  and  deferrals.  I  am  currently  on  a  future  list  for 
housing  .  I  live  in  a  house  that  is  really  unsafe  to  live  in.  Our  wiring  Is  always 
triping-  the  switch  which  is  outside  on  the  pole,  our  water  Is  as  white  as  chalk  when 
turned  on.  The  water  pipes  in  the  bathroom  are  always  freezing,  which  causes  us  to 
find  other  ways  of  bathing,  and  that  gets  to  be  a  problem  especially  in  the  winter, 
""he  floors  are  all  crooked,  and  in  need  of  repair.  I  could  go  on  and  on,  but  I  know 
your  time  is  precious. 

I  work  and  go  to  school  in  Belcourt,  and  thats  why  I  don't  move  to  another 
city,  and  its  been  impossible  to  find  housing  on  the  reservation.  I  an  not  the  only 
one  that  is  having  trouble.  The  winter  here  this  year  has  been  extra  hard,  and  that 
is  causing  problems  for  everyone  here.  T^ere  are  a  lot  of  unsanitary  conditions  in 
this  area. There  are  three  families  living  in  a  single  family  house  where  I  live. 

I  thank  you  for  taking  the  time  to  read  b^   letter,  and  I  thank  you  for  all 
you  have  done  in  the  past.  I  hope  that  you  will  be  able  to  help  all  the  Indian 
people  who  are  having  the  same  kinds  of  problems.  I  believe  because  of  the  cutbacks 
already,  we  are  more  in  need  of  housing  on  reservations  because  of  the  number  of 
people  who  are  returning  to  the  reservations  because  they  cannot  find  work  or  hous- 
ing elsewhere.  I  also  think  as  the  time  goes  on  this  problem  will  be  greater. 

I  thank  you  from  the  bottom  of  my  heart  for  all  you  have  done  in  the  past. 

Sincerely,  )* 

Barbara  Poitra 
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National  Rural  Housing  Coalition 

1016  16th  Ave.  N.W. 

Suite  8N 

Washinton  D.C.    20036 


Re: 


Letter  of  Support  to  the  Need  of 
American  Indian  Housing. 


From:  Arapahoe  Tribal  Meinbers 
Wind  River  Reservation 
Ethete,  Wyoming  82520 

Dear  Congressional  Delegations/Committees 

We  are  enrolled  members  of  the  Northern  Arapahoe  Tribe 
of  the  Wind  River  Reservation  in  West  Central  Wyoming.   We 
are  the  delegated  home  owners  through  the  HUD  Mutual  Help 
Housing  Program  (Wyo. Project  1-16).  We  are  aware  of  the  stop 
and  go  situation  of  the  current  Indian  Housing  Programs  across 
the  U.S.A. 

We  wish  to  go  on  record  in  favor  to  the  continuation  of 
the  Housing  Programs  for  American  Indians  because  of  the 
tremdious  need  of  homes  in  the  Indian  Communities  across 
this  land.  Most  of  us  are  now  forced  with  our  own  families 
to  live  in  homes  that  do  not  meet  our  basic  needs  and  in  some 
cases  we  are  forced  to  live  with  our  kin  folks  in  over  crowded 
conditions.   When  we  do  seek  rental  units  in  the  Private  Sector 
of  the  adjoining  towns  of  Lander  and  Riverton,  Wyoming; we 
are  forced/  to  pay  exceedlingly  high  rents  because  the  area  is 
currently  experiencing  a  boom  economy  due  to  the  oil/ coal  ex- 
ploration/development . 

We  feel  our  situation  for  housing  is  critical  now,  but 
we  are  also  aware  that  younger  members  of  our  Tribe  have 
begun  to  have  families; Therefore:  the  housing  shortage  will 
be  more  acute  and  steps  should  be  taken  to  insure  the  cont- 
inuation of  the  flow  of  Housing  Units  to  the  Indian  Comm- 
unities across  the  U.S.A. 


With  all  due  respect; 
Arapahoe  Tribal  Members 
Mutual  Help  Participants 
Wind  River  Indian  Reservation 


Date 
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Mr.  LowRY.  Thank  you,  Mr.  Loza. 

Mr.  Wilson,  would  you  compare  the  impact  on  rural  housing  of  a 
continuation  of  the  1982  budget  level  to  the  proposed  1983  recom- 
mendation of  the  President? 

Mr.  Wilson.  Well,  I  think  a  comparison— in  a  sense,  one  would 
have  to  use  the  word  disaster.  The  budget  levels  for  the  proposed 
fiscal  year  1983  are  so  low  that  the  program  would  be  virtually 
eliminated.  We  would  be  going  from  $3.7  million  in  the  502  pro- 
gram down  to  something  like  $900  million. 

Overall,  there  is  a  two-thirds  reduction  in  program  level,  includ- 
ing, as  I  indicated,  the  virtual  elimination  of  the  rental  assistance 
program,  which  will  make  it  extremely  difficult  for  the  Farmers 
Home  Administration  to  reach  any  low-income  people  with  the 
fiscal  year  1983  budget. 

They  had  a  target  that  was  set  by  the  housing  bill  last  year 
where  they  were  supposed  to  provide  30  percent  of  their  program 
resources  to  families  below  50  percent  of  area  median  in  1981,  and 
they  came  pretty  close.  They  came  about  23  percent,  rather  than 
the  30  percent.  Only  13  percent  of  that,  unfortunately,  was  in  the 
502  program.  They  probably  could  have  done  a  little  bit  better 
there. 

But  if  30  percent  is  a  target  again  for  fiscal  year  1983,  then  it 
will  be  virtually  impossible  for  them  to  come  even  as  close  as  they 
did  in  1981.  It  would  be  difficult  even  in  1982,  because  the  rental 
assistance  levels  for  1982  are  quite  low  as  well. 

Mr.  LowRY.  Thank  you,  Mr.  Wilson. 

Ms.  Kleimo,  would  you  respond  to  that  same  basic  question  of 
the  comparison  between  continuing  the  existing  1982  level?  Mr. 
Loza  did  as  a  matter  of  fact  refer  to  it. 

Ms.  Kleimo.  I  think  we  are  all  very  much  in  agreement  about 
the  disastrous  impact  of  the  proposed  1983  budget,  and  I  think  that 
one  of  the  biggest  disasters  is  that  not  only  is  the  actual  dollar 
amount,  the  actual  total  dollar  amount  of  the  housing  programs 
significantly  less,  but  the  ability  of  any  of  those  dollars  really  to 
reach  the  lowest  income  families  who  need  them  the  most  is  almost 
nonexistent  without  rental  assistance  or  anything  of  that  sort. 

Mr.  LowRY.  Mr.  Loza? 

Mr.  Loza.  Mr.  Lowry,  we  did  some  very  preliminary  figuring, 
and  if  I  may  just  make  some  comparisons.  In  the  fiscal  year  1982 
budget,  we  figured  that  about  83,700  units  of  502  would  be  buUt 
with  the  appropriation.  The  administration's  proposal  for  1983 
would  build  20,000,  which  is  a  quarter  of  the  1982  level. 

For  the  515  program,  which  is  the  rental  program,  the  fiscal  year 
1982  budget  would  build  a  little  over  30,000  units.  The  administra- 
tion's proposal  for  1983  would  build  over  5,000  units.  So  the  cuts 
are  very  drastic. 

But  as  has  been  said  before,  probably  the  real  pain  would  be  to 
the  veiy  low  income,  since  the  self-help  program  would  be  elimi- 
nated, for  one  thing,  and  the  rental  assistance  program  would  not 
be  made  available,  or  if  it  were,  very  minimally,  to  new  units. 

Mr.  LowRY.  Thank  you. 

The  gentleman  from  Nebraska,  Mr.  Bereuter. 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman.  I  have  no  questions. 

Mr.  LowRY.  I  would  like  to  call  upon  the  chairman  then. 
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Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Lowry.  I  appre- 
ciate your  great  help. 

I  also  wish  to  express  once  again  my  gratitude  for  the  excellent 
presentations. 

Mr.  Loza,  I  am  sure  you  agree  that  even  in  the  levels  proposed  in 
H.R.  5731  we  are  still  actually  there  talking  in  terms  of,  with  re- 
spect to  rural  needs,  of  levels  below,  in  my  opinion,  the  actual 
needs  that  are  confronting  us,  when  we  take  into  account  the  low 
average  income  in  these  areas  and  the  more  unsuitable  nature  of 
the  housing  that  seems  to  exist  there. 

But  the  reason  is  that  here  we  are  talking  about  just  surviving. 
The  big  issue  this  year  is  survival  of  the  basic  programs  and  poli- 
cies, particularly  with  respect  to  rural  America,  because  the  budget 
request,  that  is  as  of  February  8,  that  the  administration  revealed 
to  us,  indicates  that  they  are  zeroing  those  programs  out. 

But  it  is  our  hope  that  this  would  be  the  minimal  action.  After 
all,  this  bill,  somebody  referred  to  it  as  Chairman  Gonzalez'  bill. 
Actually,  it  is  the  majority,  the  majority  members  of  the  subcom- 
mittee that  got  together,  and  the  staff  worked  at  it  real  hard,  with 
the  two  main  goals  which  we  have  been  striving  for  1  year  and  1 
month  on,  and  that  is  the  survival,  the  retention  of  the  basic  pro- 
grams and  policies  that  have  worked. 

But  now  I  thought  maybe  you  would  have  some  thinking  about 
whether  or  not  even  that  was  unrealistic.  I  feel  that  this  is  at  least 
possible,  that  at  the  least  it  allows  for  continuation,  for  some  survi- 
vability. What  is  your  thinking  on  that? 

Mr.  LozA.  Mr.  Gonzalez,  we  probably  refer  to  it  as  the  Gonzalez 
bill  because  of  your  leadership  in  the  subcommittee  and  in  the  area 
of  subsidized  housing. 

While  we  may  not  agree  on  the  numbers,  I  think  that  one  thing 
that  we  are  very  pleased  about  and  delighted  about  is  that  you 
have  in  fact  taken  on  the  administration's  stance  that  the  Federal 
Government  has  no  role  in  the  production  of  housing.  And  while 
the  numbers  may  not  be  exactly  the  same,  we  think  there  is  room 
there  for  some  discussion. 

But  the  basic  principle  of  the  bill  of  the  Federal  Government 
having  a  role  in  the  production  of  housing,  particularly  for  low- 
income  housing,  is  something  that  we  applaud  and  recognize. 

Chairman  Gonzalez.  Well,  I  appreciate  that  deeply.  And  of 
course,  knowing  your  background  and  all,  I  really  do. 

Well,  that  is  the  issue  and  it  has  been  with  me  since  1  year  ago. 
Unfortunately,  it  quite  could  not  focus  that  way,  because  we  had 
some  things  that  were  quite  unprecedented,  for  example  reconcili- 
ation, which  this  year  will  be  substituted  by  other  crises. 

This  is  an  election  year,  so  therefore  there  are  elements  in  which 
the  whole  budget  reform  process  seems  to  be  the  thing  that  is  going 
to  be  at  stake  this  year,  and  how  that  impinges  on  us.  But  I  think 
from  the  substantive  legislative  standpoint  we  have  returned  to 
what  I  had  hoped  would  have  been  the  case  1  year  ago. 

You  see,  1  year  ago  we  had  hearings,  because  you  will  recall  that 
what  we  said  last  year  was  that  every  one  of  these  basic  assisted 
housing  programs  have  to  be  renewed  every  year.  The  Congress  did 
this  a  few  years  ago.  I  thought  then  it  was  unrealistic,  but  because 


Digitized  by  VjOOQIC 


584 

they  had  this  section  8  business  they  decided  that  they  would  have 
to  come  back  once  a  year. 

And  it  seems  to  me  that  last  year,  though,  even  though  we  went 
through  that,  when  we  finally  sat  down  it  was  to  argue  over  and 
hassle  over  the  figures  mandated,  which  in  effect  reached  the  sub- 
stantive part  of  our  legislation  through  the  reconciliation  process 
and  the  so-called  Gramm-Latta  amendment  which  compelled  the 
reconciliation.  And  so  to  me  it  was  awesome  to  sit  in  a  group  of  the 
conference,  a  group  of  some  six,  seven  or  eight,  and  the  whole  idea 
was  to  reduce  a  number. 

Last  year  it  was  not  a  question  of  whether  or  not  a  program 
worked  or  is  needed  out  there  in  America.  And  that  I  thought  was 
terrible.  But  nevertheless  it  happened. 

This  year  I  think  we  will  have  an  opportunity,  and  I  recognize 
that  even  though  it  is  a  compromise  that  at  least  it  keeps  the  survi- 
vability of  a  basic  policy  and  a  program  that  the  Congress  long  ago 
established,  after  debate,  after  hearings.  This  is  all  I  have  ever 
asked  of  the  administration  and  my  colleagues:  Please,  if  we  are 
going  to  eliminate,  if  we  are  going  to  kill,  let  us  do  so  at  least 
giving  the  process  a  chance.  That  is,  let  us  have  hearings,  let  us 
review  those  that  are  not  working  and  are  too  expensive,  et  cetera. 

And  it  was  only  through  a  combination  of  lucky  events  that  we 
were  able  to  preserve,  for  instance,  some  reasonable  FHA  activity. 
UDAG,  for  instance,  was  first  zeroed  out,  and  its  survivability  actu- 
ally turned  out  to  be  because  we  were  able  to  marshall  the  right 
conjunction  of  political  forces  1  year  ago. 

I  had  one  general  question  of  Ms.  Kleimo,  because  it  was  her  in- 
valuable help  last  year  that  enabled  us  to  go  from  the  congression- 
al level  for  the  first  time  into  this  area.  No  committee  had  ever 
gone  into  the  question  of  rural  America.  We  had  peripherally 
looked  at  it  from  migrant  housing  and  so  forth.  This  was  the  first 
time  we  went  in  and  targeted  that. 

Do  you  find  that  there  was  some  residual  good  by  those  field 
trips  to  the  Elastern  Shore  last  year?  In  other  words,  did  we  do  any 
good? 

Now,  I  might  say  that  we  followed  through  and  went  to  Texas 
and  we  went  to  California,  and  I  went  to  two  other  States. 

But  I  was  just  wondering  now,  some  6  months  later,  did  that  do 
any  good? 

Ms.  Kleimo.  Well,  sir,  I  think  that  it  did,  and  that  perhaps  in  a 
tangible  way  it  has  not  yet  resulted  in  much  that  we  can  actually 
see  in  terms  of  housing  units.  But  certainly  what  it  did,  first  of  all, 
was  raise  the  issue  to  a  level  of  attention  that  it  had  not  ever  had 
on  the  shore.  So  it  has  become  an  almost  unavoidable  point  of  dis- 
cussion on  the  part  of  those  who  live  and  work  on  the  Extern 
Shore  of  Maryland  and  Virginia  and  in  southern  Delaware,  the 
areas  that  you  saw. 

I  think  that  there  is  a  certain  amount  of  hopefulness  that  arose 
from  those  who  had  contact  with  this  subcommittee's  visit  in  terms 
of,  again,  that  attention,  the  belief  that  if  you  were  willing  to  go 
out  there  yourselves  and  take  a  look  at  those  conditions  firsthand, 
that  something  was  a  little  more  possible  than  it  may  have  been 
before. 
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And  for  that  reason  I  think  that  there  was  some  good.  I  also 
have  appreciated  a  great  deal  personally  the  role  of  several  of  the 
staff  of  the  subcommittee,  who  took  such  a  personal  interest  in  sev- 
eral individual  cases  and  have  done  more  to  rectify  some  terrible 
situations  than  any  of  us  working  out  there  for  several  years  were 
able  to  do;  and  that,  I  would  extend  appreciation  from  the  folks  out 
there  to  you. 

I  think  that  we  will  have  to  continue  to  look  to  the  subcommittee 
to  keep  that  issue  alive  and  to  keep  the  likes  of  the  Farmers  Home 
section  514-516  farm  labor  housing  program  funds  available,  so 
that  some  actual  tangible  changes  can  also  take  place. 

Mr.  Wilson.  I  would  like  to  add,  Mr.  Chairman,  if  I  could.  I  live 
in  Annapolis  and  I  noticed  some  increased  activity  in  the  State  leg- 
islature in  Maryland  relative  to  farmworker  housing,  and  also 
some  increased  media  attention  from  the  Baltimore  newspapers 
relative  to  the  farmworker  housing  situation  on  the  Eastern  Shore. 
And  I  think  we  would  like  to  hope  that  your  visit  and  the  hearings 
helped  create  an  attitude,  a  better  attitude  toward  looking  at  those 
issues,  in  the  State  of  Maryland  anyway. 

Chairman  Gonzalez  [presiding].  Well,  thank  you  very  much.  We 
have  done  some  things  that  are  not  visible.  For  instance,  we  fol- 
lowed through,  contacting  the  Governor  in  the  specific  case  of  one 
camp.  But  more  importantly,  we  have  also  maintained  an  ongoing, 
through  the  stafT,  Mr.  DeStephano  and  Mr.  McMurray  and  the 
others,  with  the  Farmers  Home  Administration. 

Because  when  we  were  on  the  trip  you  will  recall  that  in  Virgin- 
ia we  suggested  to  the  grower,  who  seemed  to  be  very  sincere  and 
willing,  perhaps  a  pilot  program  of  some  kind.  Well,  we  have  not 
forgotten  that,  and  we  have  kept  up.  In  fact,  we  have  had  our  dis- 
cussions with  the  Farmers  Home  Administration,  but  they  are  also 
in  a  period  of  transition,  and  we  are  sustaining,  though,  that  inter- 
est and  that  contact. 

In  fact,  I  have  a  meeting  scheduled  with  Mr.  Shuman  just  as 
soon  as  we  can  get  together  on  the  hour  and  the  particular  date, 
and  this  will  be  one  of  the  things;  also,  with  respect  to  the  general 
rule  changes  that  finally,  as  vou  know,  we  finally  got  last  autumn 
or  late  last  year,  which  I  think  will  really  enable  us  to  follow 
through  on  a  more  systematic  basis,  a  selective  basis,  on  the  stimu- 
lus to  produce  the  construction  of  the  true  migrant  worker  housing 
and  generally  rural  housing. 

The  subcommittee  also  is  continuing  with  the  effort  on  the  legis- 
lative level  to  get  the  active  cooperation  and  interest  of  the  chair- 
man of  the  full  committee  and  the  Subcommittee  on  Appropri- 
ations in  this  area,  and  we  have  scheduled  a  meeting  with  them 
and  with  the  leadership  of  the  House.  I  have  been  tr)dng  to  do  this 
for  1  year  because  I  think  that  this  year  the  Congress  will  have  to 
face  it,  it  either  is  going  to  or  it  is  not.  That  is,  it  is  going  to  turn 
its  back  on  the  commitments  made  by  the  Congress  years  ago  or  it 
is  going  to  reaffirm. 

But  we  cannot  postpone  it.  Now,  it  could  have  been  last  year,  but 
not  this  year.  So  this  is  for  real  and  this  is  why  we  are  very  grate- 
ful to  you  for  your  contribution. 

I  had  one  question  for  Mr.  Wilson:  Do  you  recommend  that  the 
committee  provide  in  statute  that  communities  between  10,000  and 
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20,000  population  are  eligible  unless  the  Secretary  of  Agriculture 
finds  on  a  categorical  basis  that  a  community  in  this  population 
class  is  not  lacking  in  mortgage  credit?  Do  you  think  we  should  ac- 
tually put  that  into  the  law? 

Mr.  Wilson.  I  think  so,  Mr.  Chairman.  I  think  it  would  be  appro- 
priate to  have  that  in  the  statute. 

Chairman  Gonzalez.  What  about — another  question  along  that 
line:  Do  you  think  the  committee  should  provide  again  some  effort 
in  statute  for  requirements  for  the  allocation  and  establishing  of 
priority  in  the  distribution  of  Farmers  Home  Administration  assist- 
ance funds? 

Mr.  Wilson.  I  think  most  definitely  that  that  should  be  written 
into  the  statute  and  that  there  should  be  some  wav  of  requiring  the 
Farmers  Home  Administration  to  meet  certain  low-income  levels 
with  a  portion  of  their  resources,  because  very  frankly  I  think  if 
that  is  not  done  then  the  programs  will  in  fact  not  be  targeted  to 
low  income. 

It  is  easier  when  you  are  dealing  with  a  loan  program  to  skim  off 
at  the  top,  to  take  the  easiest  loans,  to  take  the  easiest  applica- 
tions. One  can  look  at  them  and  process  them  quickly  and  get  them 
out  of  the  way  and  know  you  are  not  going  to  have  any  headaches 
with  them  later  on. 

But  the  agency  is  a  lender  of  last  resort  and  I  think  they  need  to 
be  reminded  in  statute  that  they  are  a  lender  of  last  resort  and  as 
a  result  should  be  required  to  serve  a  certain  level  of  low-income 
families. 

Chairman  Gonzalez.  Well,  I  tell  you,  I  for  one  would  welcome 
any  suggestions  you  have  as  to  recommendations  on  an  approach. 
If  you  have  that  suggestion,  we  would  welcome  it  and  be  very 
grateful  to  you. 

Mr.  Wilson.  We  would  be  glad  to  do  that,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  fiereuter? 

Mr.  Bereuter.  No  questions,  Mr.  Chairman. 

Chairman  GtONZALEZ.  Thank  you,  sir. 

Well,  let  me  conclude  by  saying  again  what  I  said  at  the  start, 
and  that  is  that  I  do  not  have  the  words  with  which  to  thank  you, 
and  I  have  seen  where  you  work  and  how  you  work,  and  admire 
you  very  much  and  thank  you  for  that  job,  which  is  unperceived  by 
the  overwhelming  preponderant  majority  of  Americans.  It  is  our 
hidden  part  of  society. 

And  no  nation,  no  matter  how  great,  can  long  afford  to  ignore, 
even  though  it  seems  like  it  is  a  comparative  small  number,  any 
more  than  it  can  afford  in  the  dense  metropolitan  areas  the  contin- 
ued existence  of  human  beings  on  conditions  that  some  Americans 
would  not  allow  their  animal  pets  without  great  protest  and  cries 
of  inhumanity  or  cruelty. 

But  we  are — and  eoually  devastating  to  me,  the  visits  to  some  of 
the  camps,  whether  they  were  near  here,  an  hour  and  a  half  away 
from  the  Capitol,  or  Texas  or  California  or  Kansas  or  Oklahoma,  is 
the  horrible,  undescribable  situations  in  the  dense  areas  in  the 
Bronx  and  Harlem  and  Philadelphia  that  I  have  been  into. 

I  cannot  see,  as  I  told  one  Secretary  of  the  Treasury  just  some  2 
or  3  years  ago,  I  just  cannot  see  how  our  Nation  can  long  endure 
basically  healthy  and  strong  and  not  expect  to  have  the  outbreaks 
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we  see  where  you  hear  the  charges  of  saying,  people  act  like  ani- 
mals. Well,  any  human  being,  whether  it  is  an  American  or  an 
Indian  or  a  European,  if  for  whatever  reason  they  are  compelled  to 
live  worse  than  animals,  how  can  we  expect  a  human  being? 

And  those  of  you  that  work  on  the  cutting  edge  of  this  great  soci- 
ety of  ours  are  really  to  be  commended,  not  only  for  the  work  that 
you  do,  but  for  the  time  that  you  have  taken  to  go  out  of  your  way 
and  come  up  here  and  help  us,  and  we  are  deeply  grateful  to  you. 

And  we  will  continue  to  be  in  communication  with  you,  and  I 
repeat  that  any  suggestions  you  have  of  a  specific  nature  as  to 
wording  or  approach  on  our  bill  please  don't  hesitate  to  let  us 
know.  Sometimes  there  are  good  reasons  why  these  vacuums  are 
left  in  the  law,  and  that  is  that  ultimately  the  Congress  cannot 
draft  that  detailed  bill  that  is  going  to  help  exercise  the  judgment 
that  a  person  out  in  the  field  himself  or  herself  only  really  can  in 
the  last  analysis  make  properly. 

Thank  you  very  much.  If  you  have  any  further  statement,  why, 
feel  free  to  say  it.  Otherwise,  thank  you  very  much. 

The  subcommittee  will  stand  adjourned  until  tomorrow  morning 
at  9:30  a.m. 

[Whereupon,  at  4:45  p.m.,  the  subcommittee  was  adjourned,  to  re- 
convene at  9:30  a.m.  on  Wednesday,  March  17,  1982.] 
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HOUSING  AND  URBAN-RURAL  RECOVERY  ACT 

OF  1982 


WEDNESDAY,  MARCH  17,  1982 

House  of  Representatives, 

Committee  on  Banking,  Finance  and  Urban  Affairs, 

Subcommittee  on  Housing  and  Community  Development, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  9:40  a.m.,  in  room 
2128,  Rayburn  House  Office  Building,  Hon.  Henry  B.  Gonzalez 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Gonzalez,  St  Germain,  Fauntroy,  Lun- 
dine,  Garcia,  Schumer,  Frank,  William  J.  Co)nie,  Stanton,  Wylie, 
Roukema,  Wortley,  and  McCoUum. 

Chairman  Gonzalez.  The  subcommittee  will  come  to  order  and 
we  will  resume  the  hearings  on  this  Wednesday,  March  17,  St.  Pa- 
trick's Day.  And  first  let  me  express  the  gratitude  of  the  committee 
and  the  staff  to  each  and  every  one  of  the  panelists  here  this  morn- 
ing for  traveling  many  miles  and  being  with  us.  You  are  spokes- 
men of  some,  if  not  all,  of  the  key  organizations  of  the  cities  and 
the  counties  and  the  places  back  home. 

Last  year  the  subcommittee  had  the  most  intensive  set  of  hear- 
ings, because  each  year  now — and  this  has  been  true  for  some  8  or 
9  years — we  must  on  an  annual  basis  extend  the  fundamental  as- 
sisted housing  acts  and  some  of  the  community  development  pro- 
grams. 

Last  year,  because  of  being  overshadowed  by  the  dilemma  pre- 
sented by  the  budgetary  crisis,  or  exigency,  and  the  unusual  and  I 
hope  one-time-only  processes  in  that  budgetary  endeavor  in  the 
congressional  level  known  as  reconciliation,  the  substantive  legisla- 
tive efforts  not  only  on  this  committee  but  on  every  other  commit- 
tee were  more  or  less  displaced  by  deliberations  and  conferences, 
and  especially  conferences  on  figures,  on  computer-targeted  figures, 
and  not  programs. 

It  was  very,  very  demoralizing  to  me  to  sit  there  and  argue  about 
whether  or  not  we  could  agree  on  the  mandate  of  the  Gramm-Latta 
substitute,  which  in  turn  mandated  reconciliation,  and  talk  in 
terms  of  $200  million,  $300  million,  less  or  more,  on  fundamental 
programs,  basic  policies  that  have  been  established  by  the  Congress 
for  decades,  and  not  on  the  merits  of  those  programs. 

And  to  me  it  was  disappointing,  because  I  had  had  the  privilege 
of  serving  on  the  local  legislative  level,  on  the  State  legislative 
level,  and  had  always  prided  myself  since  coming  to  the  Congress 
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for  20  years  now  that  this  was  a  superior  way  of  doing  things.  And 
I  have  watched  in  great  agony  the  last  8  years  the  so-called  reform 
process  actually  legislating  the  Congress. 

One  of  the  products  of  the  so-called  reconciliation  process  was 
the  great  violence  that  was  done  to  the  procedures  of  deliberation 
of  a  great  body  such  as  this  Congress  and  here  last  year  it  was  ago- 
nizing to  sit  with  a  handful  of  my  colleagues  and  just  sav  with  a 
little  stroke  of  a  pencil,  well,  this  thing  here  ought  to  be  $300  mil- 
lion, this  one  $200  million. 

So,  today  we  are  gathered  with  a  backdrop  or  an  environment 
where  your  testimony  is  of  invaluable  service  to  those  of  us  that 
are  committed  to  the  discharge  of  a  national  responsibility  of  forg- 
ing national  policies  based  on  the  urgent,  and  to  us,  arduous  needs 
of  the  country,  but  against  a  backdrop  of  judgments  and  decisions 
that  must  also  be  made  in  calculating  on  an  arithmetic  or  budg- 
etary basis  the  continued  support  or  abandonment  of  these  policies. 

This  year,  whether  we  have  reconciliation  or  not,  the  Congress 
cannot  escape  the  budgetary  decisions.  But  the  issues  are  more 
than  just  the  numbers  that  are.  This  year  the  Congress  must 
decide  whether  it  abandons  the  Federal  commitment  to  housing, 
going  back  to  1937.  It  happens,  as  one  witness  brought  out  yester- 
day, that  this  will  be  the  45th  anniversary  of  the  fundamental 
housing  act  or  policy  of  this  country  this  year,  1982. 

I  have  a  lot  of  faith  in  the  legislative  processes  still.  But  it  still 
means  that  those  of  us  at  this  time  attempting  to  discharge  this 
heavy  responsibility  have  no  way  to  escape  the  policy  decision.  And 
this  is  why,  with  this  backdrop  at  this  time  where  we  have  con- 
fronting us  as  of  February  8  an  administration  budgetary  proposal 
that  would  zero  out  some  of  these  fundamental  programs  and  poli- 
cies, greatly  reduce  others  to  the  point  of  eventual  phasing  out, 
where  the  thrust  of  the  administration's  recommendations  are  that 
we  dismantle  the  Federal  apparatus  in  the  name  of  a  new  federal- 
ism that  would  thrust  upon  the  States  and  municipalities  some 
burdens  not  now  administratively  resting  on  those  shoulders,  with- 
out any  presentation  to  the  Congress  of  consultation  with  those  en- 
tities as  to  their  ability  to  accept  what  the  Congress  or  the  Federal 
Government  would  thrust  upon  them. 

This,  done  by  an  administration  and  a  President  who  proudly 
trumpets  the  call  of  local  and  States  rights,  and  would  thrust  willy- 
nilly  the  whole  array  of  Federal  programs  of  the  most  basic  kind, 
without  any  respect  for  the  States  rights  and  for  the  local  opinions 
and  the  opinions  of  the  State  officials. 

This  to  me  is  an  ironic  twist  in  the  defense  of  States  rights,  and  I 
think  clearly  shows  the  real  respect  for  so-called  States  rights  Uiat 
is  revealed  in  this  kind  of  activity.  Therefore,  your  testimony  today 
is  especially  welcomed.  You  are  officials  of  municipalities  of  great 
importance.  You  are,  as  I  said  and  repeat,  representing  the  great 
array,  the  cluster  of  organizations  that  represent  these  entities, 
and  therefore  it  is  necessary  that  the  record  reflect  this  backdrop, 
this  environment,  at  the  time  of  your  appearance  before  the  sub- 
committee. 

So,  thank  you  again  very  much.  And  now  that  I  have  talked  long 
enough  to  have  the  insured  presence  of  the  distinguished  ranking 
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minority  member— you  know,  in  the  House  they  are  still  the  mi- 
nority, on  the  House  side.  [Laughter.] 

But  he  is  all  here,  arrayed  in  green.  I  always  thought  "Stanton" 
was  an  English  name,  but  it  could  be  that  the  English  borrowed 
from  the  Insh  there.  And  it  is  a  pleasure  at  this  time  to  recognize 
Mr.  Stanton,  a  very  distinguished  Member  of  the  Congress,  and  one 
who  has  served  on  this  OMnmittee  almost  as  long  as  I  have.  I  think 
I  got  here  a  little  ahead  of  him  to  the  Congress.  I  could  be  wrong  in 
that. 

But  he  has  been  an  int^ral  part  in  the  forging  of  all  the  major 
legislation  that  has  come  out  of  this  committee  over  the  years.  And 
without  any  further  ado.  we  recognize  the  distinguished  gentleman 
from  Ohio,  Mr.  Stanton. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman. 

I  do  not  in  any  way  wish  you  to  take  my  tardiness  as  an3rthing 
personal.  I  truthfully  was  delayed  for  other  reasons. 

Seriously,  though,  we  look  forward  to  listening  to  the  panel  this 
morning  and  the  continuation  of  these  discussions,  Mr.  Chairman. 
And,  I  jrield  back  the  balance  of  my  time. 

Chairman  Gonzalez.  Thank  you  very  much. 

Is  there  any  other  member  of  the  panel  who  wishes  to  offer  a 
short  introductory  statement? 

[No  response.] 

Chairman  Gonzalez.  Then,  without  any  further  ado,  we  will  pro- 
ceed. And  is  there  any  member  of  the  panel  that  has  any  kind  of  a 
time  constriction  or  emergency,  a  plane  to  catch  or  something,  and 
would  like  to  be  recognized  first? 

[No  response.] 

Chairman  Gonzalez.  If  not,  perhaps  we  can  start  by  recognizing 
the  mayor  and  the  representative  of  the  U.S.  Conference  of 
Mayors,  Mayor  Thomas. 

So,  Mayor  Thomas,  thank  you. 

STATEMENT  OF  HON.  VINCENT  J.  THOMAS,  MAYOR  OF  THE  CITY 

OF  NORFOLK 

Mayor  Thomas.  Thank  you,  Mr.  Chairman  and  members  of  the 
subcommittee. 

My  name  is  Vincent  J.  Thomas  and  I  am  mayor  of  the  city  of 
Norfolk,  Va.,  the  largest  city  in  Virginia  and  the  capital  of  the  U.S. 
Navy,  and  I  am  testifying  today  on  behalf  of  my  city  and  the  U.S. 
Conference  of  Mayors,  where  I  serve  as  chairman  of  the  Subcom- 
mittee on  Community  Development. 

Mr.  Chairman,  I  spoke  to  my  Congressman,  the  Honorable  G. 
William  Whitehurst,  last  Saturday.  We  were  on  the  platform  at  the 
annual  St.  Patrick's  Day  Parade,  and  he  spoke  very  highly  of  you. 

I  would  like  to  present  to  the  committee  today  the  concerns  of 
the  Conference  of  Mayors  in  three  major  areas:  the  immediate 
needs  of  cities  in  view  of  recent  budget  cuts  and  program  changes; 
two,  our  thoughts  on  H.R.  5731,  introduced  by  the  Chairman;  and 
third,  the  effect  of  the  administration's  budget  proposals  for  the 
next  2  fiscal  years,  fiscal  years  1982  and  1983. 

My  first  concern  really  deals  with  a  great  discrepancy  that  exists 
between  the  responsibilities  for  State  and  loc€d  governments  and  a 
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reduced  capacity  to  deal  with  these  responsibilities.  The  total  cut  in 
State  and  local  assistance  proposed  by  the  President  and  enacted 
by  Congress  in  February  is  nearly  $50  billion.  This  decline  from 
$105.8  billion  in  fiscal  year  1981  to  a  projected  level  of  $65.1  billion 
in  fiscal  year  1983  is  a  significant  message  to  urban  residents  and 
businesses.  It  signals  a  reduced  commitment  to  cities  and  an  in- 
creased burden  of  responsibilities  with  fewer  resources. 

It  seems  that  existing  programs  and  existing  funds,  like  those  in 
the  community  development  block  grant,  are  expected  now  to  be  a 
kind  of  all-purpose  remedy  to  a  variety  of  social  and  economic  prob- 
lems that  any  livable  city  must  deal  with  in  order  to  stay  solvent. 
And  we  have  plenty  to  do  with  our  community  development  ftinds. 

Our  alternative  resources,  unfortunately,  seem  to  be  limited  to 
increased  property  taxes,  sales  taxes,  layoffs  and  service  cuts — not 
the  kinds  of  alternatives  that  promote  a  mood  of  economic  invest- 
ment. 

Last  November  the  Conference  of  Mayors  made  a  survey  of  100 
cities  to  review  what  kind  of  impact  these  budget  cuts  for  fiscal 
year  1982  were  really  having  on  the  local  level.  Sixty-one  percent 
indicated  a  reduction  in  staff  and  services.  In  addition,  we  found 
that  41  percent  of  these  communities  were  either  planning  to  raise 
taxes  or  already  had  raised  them  to  try  and  close  the  gap  between 
programs  and  services. 

Of  course,  where  these  kinds  of  cuts  hit  the  hardest  is  in  low  and 
moderate  income  households.  And  it  is  the  proposed  reductions  in 
housing  assistance  to  these  families  that  causes  me  the  greatest 
concern. 

I  think  historical  evidence  will  show  that  it  is  critically  impor- 
tant for  the  Federal  Government  to  maintain  a  presence  in  the  op- 
eration and  production  of  public  housing.  This  includes  public 
housing  operating  subsidies  as  well  as  rental  assistance  and  new 
unit  production. 

I  feel  very  strongly  that  there  has  been — there  certainly  has 
been  in  my  city — a  40-year-long  Federal-Ioc€d  partnership,  and  a 
strong  commitment  to  take  care  of  the  4,000-plus  public  housing 
units  that  we  have.  They  are  in  good  condition  and  we  must  keep 
them  in  that  kind  of  condition,  because  we  are  able  to  deliver  good, 
clean  livable  rental  housing  at  a  total  cost  of  just  over  $200  per 
month.  I  do  not  know  where  we  are  going  to  ever  replace  any  hous- 
ing at  those  kinds  of  costs. 

The  value  of  these  programs  must  be  recognized,  along  with  com- 
munity development  block  grants,  if  you  expect  cities  collectively 
to  respond  to  the  economic  challenges  facing  this  country. 

At  this  point  I  would  like  to  submit  for  the  record  portions  of  the 
Conference  of  Mayors  annual  report,  "The  Federal  Budget  and  the 
Cities.''  I  want  to  emphasize  that  our  defense  of  these  programs  is 
based  upon  our  understanding  of  the  effect  that  these  proposals 
will  have  on  our  people.  Mayors  and  my  fellow  councilmen  repre- 
sent the  level  of  government  closest  to  the  people.  I  can  tell  you 
that  from  conversations  with  mayors  around  the  country  from  both 
parties,  there  is  genuine  concern  over  the  ability  of  local  govern- 
ment or  State  government  to  serve  legitimate  needs  in  the  face  of 
proposed  budget  cutbacks  at  the  federal  level. 
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It  is  because  of  this  concern  that  we  congratulate  you,  Mr.  Chair- 
man, on  your  initiative  in  introducing  H.R.  5731  as  the  Housing 
and  Community  Development  Amendments  of  1982.  The  terms  of 
this  bill  are  encouraging,  because  they  recognize  the  need  for  con- 
tinued funding  of  the  CD  and  UDAG  programs  at  authorized  levels 
and  especially  because  of  the  support  it  gives  to  public  housing  op- 
erating subsidies  and  modernization.  It  offers  a  broad-based  com- 
prehensive Federal  housing  strategy  of  the  type  we  think  is  needed 
to  address  the  housing  supply  and  conservation  of  housing  in  the 
country. 

The  funding  of  units  in  the  pipeline  and  the  GNMA  tandem  fi- 
ncuicing  program  are  basic  to  that  production.  As  the  mayor  of  one 
of  the  cities  that  just  lost  out  in  a  recent  lottery  of  the  very  limited 
GNMA  funds,  I  can  tell  you  how  very  few  alternatives  we  have  to 
that  financing  for  units  that  we  were  dependent  on. 

To  give  you  some  idea  of  our  statistical  situation  regarding 
rental  housing,  we  are  a  very  tight  rental  market,  with  under  3- 
percent  vacancies  now.  We  have  4,000-plus  units  of  public  housing 
and  there  is  a  waiting  list  of  3,000  applicants.  The  Navy  estimates 
its  current  unmet  housing  needs  at  5,000  units,  and  those  are  ex- 
pected to  grow  because  of  increased  defense  expenditures  to  16,000 
units  within  5  years. 

So  even  though,  without  arguing  the  point  of  whether  there  is  a 
national  supply  shortage  or  not,  certainly  it  is  quite  clear  in  Nor- 
folk, Va.,  that  there  is  an  ongoing  supply  shortage  of  housing. 

We  would  like  to  suggest  a  few  changes  in  the  bill  that  could  be 
considered.  First,  H.R.  5731  would  provide  budget  authority  for 
only  25,000  more  units  of  existing  section  8  housing  assistance, 
while  it  authorizes  up  to  60,000  units  for  use  in  converting  other 
units  previously  funded  through  other  programs,  the  rent  supple- 
ment 223(dX3)  and  section  236. 

There  is  a  real  unmet  need  for  incremental  section  8  existing 
units  and  not  conversions.  By  adding  40,000  units  instead  of  just 
25,000,  the  subcommittee  could  increase  by  almost  threefold  the 
number  of  new  households  which  could  be  assisted  in  fiscal  year 
1983.  Overall,  we  would  hope  that  the  subcommittee  would  not 
adopt  a  budget  that  provides  any  less  assistance  to  lower  income 
people  this  year  than  Congress  provided  for  HUD  in  its  fiscal  year 
1982  appropriation.  And  we  are  also  worried  that  the  ultimate 
turnback  funding  levels  under  the  President's  New  Federalism  pro- 
posals will  be  based  on  the  1983  budget. 

Too,  we  would  also  like  to  raise  a  concern  over  another  small 
part  of  the  bill  which  would  permit  local  housing  authorities  to  use 
public  housing  development  funds  to  finance  operating  subsidies. 
We  are  unsure  what  the  intent  of  this  amendment  is,  but  we  con- 
tinue to  believe  that  operating  subsidies  for  public  housing  are 
indeed  a  Federal  responsibility,  as  well  as  an  historic  Federal  com- 
mitment. 

Congress  should  authorize  and  appropriate  sufficient  authority  to 
operate  this  housing.  If  it  is  the  intent  of  the  amendment  in  the 
bill  to  provide  operating  subsidy  funds  in  case  appropriations  are 
not  sufficient  in  any  one  year,  then  we  are  concerned  that  the 
option  is  onlv  available  to  those  authorities  with  development  au- 
thority which  has  not  been  committed  already.  This  could  mean 


Digitized  by  VjOOQIC 


594 

that  authorities  without  development  funds  on  hand  could  not 
secure  sufficient  operating  subsidy  funds  when  they  needed  them. 

An  alternative  could  be  a  national  pool  of  funds  convertible  from 
development  assistance,  this  would  be  a  more  equitable  way  to 
achieve  this  goal,  although  we  continue  to  believe  that  this  respon- 
sibility should  be  dealt  with  separately. 

My  other  comments  today  involve  observations  rather  than  real 
changes.  The  Rental  Housing  Rehabilitation  and  Production  Act  of 
1982  is  a  realistic  part  of  the  bill  aimed  at  multifamily  rental  hous- 
ing needs.  We  are  particularly  pleased  by  the  central  role  the  bill 
provides  for  local  and  State  governments  in  the  administration  of 
the  program,  since  increased  involvement  on  this  level  is  going  to 
be  absolutely  essential  if  resources  are  to  be  allocated  effectively. 

In  addition,  this  program  targets  funds  where  rental  needs  are 
the  greatest  and  allows  local  governments  to  respond  to  local  condi- 
tions. 

Now,  the  Conference  has  also  been  working  on  a  proposal  for  a 
housing  block  grant  which  is  very  similar  in  most  respects  to  your 
proposal.  Like  your  proposal,  ours  would  provide  short-term  budget 
authority  for  capital  assistance  for  housing  development  directly  to 
local  and  State  governments.  And  we  also  encourage  the  most  flexi- 
ble and  highly  leveraged  use  of  these  funds  at  the  local  level. 

We  have  discussed  this  proposal  with  staff  of  the  subcommittee 
and  are  very  pleased  to  see  so  many  points  of  agreement.  Our  pro- 
posals differ  in  that  ours  would  provide  an  entitlement  amount  for 
eligible  jurisdictions.  Such  a  mechanism  would  have  the  advantage 
of  permitting  communities  to  plan  their  strategies  over  a  period  of 
time  and  with  some  reasonable  certainty  of  funding  levels.  A  draw- 
back to  such  a  system,  of  course,  is  that  it  requires  a  considerable 
amount  of  budget  authority  on  a  national  level  to  ensure  that  suffi- 
cient funds  are  available  for  the  programs  to  work. 

The  program  in  H.R.  5731  would  make  the  entire  effort  a  com- 
petitive one,  which  would  ensure  adequate  funding  for  winning 
proposals  and  limit  the  program  to  those  who  actually  want  it,  but 
create  some  uncertainty  at  the  local  level.  We  would  suggest  the 
subcommittee  consider  changing  the  proposal  at  least  to  provide  a 
special  priority  ranking  factor  for  proposals  which  would  provide 
more  than  20  percent  of  the  units  for  low  and  moderate  income 
persons. 

We  look  forward  to  working  with  the  subcommittee  on  this  new 
initiative  and  we  appreciate  your  interest  in  our  comments.  We 
have  circulated  H.R.  5731  to  the  entire  Conference  of  Mayors 
Standing  Committee  on  Community  Development,  Housing  and 
Economic  Development,  and  would  like  to  reserve  the  right  to  pro- 
vide you  with  further  comments  once  we  have  heard  from  our 
members. 

Overall,  however,  I  would  like  to  stress  our  belief  that  the  sub- 
committee has  presented  a  viable  approach  to  helping  sustain  a 
multifamily  rental  market  that  meets  many,  if  not  all,  of  the  crite- 
ria our  members  have  set  forth. 

Mr.  Chairman,  I  have  already  submitted  an  extension  of  these 
remarks  for  the  record,  and  I  have  some  other  remarks  to  make 
about  the  1983  budget.  But  perhaps  my  colleagues  will  bring  up 
some  of  those  matters  and  we  can  come  back  to  them  later. 
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Chairmcui  Gonzalez.  We  can  do  that  later,  or  else  what  we  can 
do,  without  any  objection,  is  have  our  prepared  statement  submit- 
ted to  us.  Also,  I  believe  you  indicated  you  wanted  "The  Federal 
Budget  and  the  Cities"  Report  included  in  the  record.  We  can  do 
that,  right  after  the  presentation  that  you  made. 

As  I  understood  your  presentation,  it  was  a  sort  of  summary. 

Mayor  Thobaas.  Yes,  sir.  We  also  have  a  study  of  the  Neighbor- 
hood strategy  areas  process  to  justify  our  contention  that  this  pro- 
gram has  made  certain  commitments  that  should  be  honored 
before  the  program  is  terminated.  The  loc€dities  have  made  certain 
commitments  to  these  neighborhoods  that  should  be  honored. 

[Mayor  Thomas  submitted  the  following  material  for  inclusion  in 
the  record:  A  prepared  statement  on  behalf  of  the  U.  S.  Conference 
of  Mayors;  a  conference  report  'The  Federal  Budget  and  the  Cities'*; 
and  a  paper  of  the  conference  "Section  8  Neighborhood  Strategy 
Areas:  Progress  in  Meeting  Groals."  Also  submitted  subsequent  to 
the  hearing  was  a  letter,  dated  April  2,  1982,  from  Assistant  Execu- 
tive Director  Barry  Zigas,  of  the  U.S.  Conference  of  Mayors,  to 
HUD  General  Deputy  Assistant  Secretary  Philip  Abrams,  and  a 
letter  dated  March  29,  1982,  from  Mayor  Charles  Royer  of  Seattle, 
Wash.,  to  Congressman  Mike  Lowry.  The  material  follows:] 
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STATEMENT  OP  THE  HONORABLE  VINCENT  J.  TBONAS 
MAYOR  OP  THE  CITY  OP  NORPOLK 

Mr.  Chairman,  members  of  the  Stibconmittee ^  thank 
you  for  the  opportunity  to  testify  thia  morning.   My  u^issv&   is 
Vincent  J.  Thomas.   I  am  the  Mayor  of  Sorfolk,  Virginia,  and 
am  testifying  today  on  behalf  af  my  ciity  and  the  U.S.  Conference 
of  Mayors,  where  I  serve  as  Chairman  of  the  Connunity  Development 
Subcommittee . 

I  would  like  to  briefly  present  to  you  tod&y  the  con- 
cerns of  the  Conference  of  Mayors  in  thre«  major  areas   the 
pressing  needs  of  America  s  cities,  particularly  in  light  of  the 
mti^nive   budget  cuts  enacted  last  year;  our  thoughts  on  H  R.  5731, 
introduced  by  Chairman  Gonzalez;  and  special  concerns  for  cities 
in  the  upcoming  authorization  and  appropriations  debates. 

Since  PY81,  total  grants  to  state  and  local  govern- 
ments have  declined  from  $105.8  billion  in  the  FYSl  budget  to 
a  projected  level  of  $GS  L  billion  in  rVB3  under  the  proposals 
forwarded  by  the  President  in  early  February.   The  total  cut  La 
state  and  local  assistance  enacted  by  Congress  ^nd  proposed  by 
the  Administration  is  nearly  ?50  biilion--a  significant  scaling 
back  of  the  federal  government's  commitment  to  cities  and  to 
urban  residents  and  buaineaaea.   Again ^  the  Administration  is 
deinanding  the  cities  assume  nev  responsibilities  out  of  existing 
programs — such  as  the  Community  Development  Slock  CIrant  (CDBG) 
program— and  with  less  overall  resobirces.   Further,  the  people 
who  desperately  need  help  from  the^s  federal  programs  are  being 
told  to  look  to  local  and  state  governments,  which  threatens 
to  compound  the  human  and  budget  problems  facing  cities.   The 
result  will  be  increases  in  property  and  other  local  taxes,  ad- 
ditional layoffs  and  service  cuts  at  the  local  level,  as  well 
as  deferred  maintenance  of  critical  public  infrastructure. 

Last  November,  the  Conference  of  >iayors  conducted  a 
100-city  survey  to  assess  the  impact  that  enacted  budget  cuts 
in  FY82  were  having  on  local  governments.  That  report  was  presented 
to  this  Subcommittee  in  December,   Briefly/  we  fotjmd  that  cities 
are  in  fact  reeling  from  these  cuts.   Forty-one  percent  of  the 
surveyed  communities  have  already  or  ehortly  plan  to  raise  local 
taxes  to  try  to  recoup  losses  in  federal  funds.   Sixty-one  per- 
cent indicated  that  they  already  have  or  plan  to  scale  back  staff 
and  services  in  response  to  the  cuts   The  outcome  locally  Is 
the  same- -increased  tax  burdens  through  the  most  regressive 
possible  cneans   such  as  salea  and  property  taxes,  and  decreased 
services  to  populations  in  genuine  need. 

The  proposed  reductions  in  housing  assistance  would 
hit  cities  especially  hard.   It  is  absolutely  critical  for  the 
Congress  to  maintain  adequate  levels  of  assistance  for  low-  and 
moderate- incoine  housing.   This  includes  sufficient  funding  for 
public  housing  operating  subsidies,  as  well  as  new,  incremental 
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assistance  to  help  reduce  rent  burdens  for  those  already  paying 
too  Buch  of  their  inocme  for  housing.  Finally,  it  is  critical 
that  the  Congress  aaintain  soae  presence  in  the  area  of  multi- 
family  rental  housing. 

The  CoHBUnity  Development  Bloc)c  GrAnt:  arid  Crban  0«velap- 
OMnt  Actioci  Grant  pr^r^ms^  alo^g  vith  an  adequately  funded  housing 
assistance  program  for  lower  income  pet^iple^  must  fom  an  integral 
part  of  a  social  safety  net  that  aims  at  assisting  the  Toost   needy. 
The  Administration'*  budget  proposals,  particularly  in  the  area 
of  housing  I  are  a  rejection  of  this  baaic  premise.   The  Conference 
of  Mayors  urges  this  Congreas  and  this  Subcommittee  to  assume  the 
initiative  and  forge  a  conprehensive  approach  to  neeting  the  needs 
of  people  in  our  cities. 

At  this  point,  I  would  like  to  submit  for  the  record 
portions  of  the  Conference  of  Hayors  annual  report.   The  Federal 

Budge t  _  a nd  the  C  i  ties ,  I  want  to  emphasiie  that  our  concern  for 
these  programs  Is  based  on  our  understanding  of  the  ef  feot  the 
Administration's  proposals  will  have  on  people*   Mayors  represent 
the  level  of  government  closest  to  the  people.   Mayors  from  both 
parties  have  a  genuine  concern  over  the  increasing  inability  of 
local  government  or  state  government  to  serve  legitimate  needs 
in  the  face  of  wholesale  budget  cutbacks  at  the  federal  level. 

It  is  because  of  this  deep-seated  concern  that  we 
welcone^  Mr*  Chsiman^  your  initiative  in  introducing  a.R.  5731, 
the  Housing  and  Community  Development  Amendments  of  1982.   The 
comprehensive  nature  of  this  bill  is  very  encouraging.   In  general, 
the  bill's  broad  outlines  are  consistent  with  U.S.  Conference  of 
Mayors  policy. 

The  Conference  strongly  supports  the  continued  funding 
of  CDBG  and  UDAG  at  authorized  levels  additional  authority  for 
the  Section  108  loan  guarantee  program:   and  an  extended  Section 
312  rehabilitation  loan  program  operated  by  using  paybacks  to 
the  revolving  loan  fund.   Full  funding  of  the  public  housing 
operating  subsidy  ay  stem  at  Sl.S  billion  for  Fira]  io  absolutely 
essential  to  guarantee  the  continued  operation  of  thia  ^raluable 
resource r  as  is  the  modernization  funding  of  at  least  SlOO  mil- 
lion.  The  Conference  o£  Mayors  supports  a  broad-based  federal 
housing  strategy  that  addresses  all  aspects  of  our  current 
housing  problems,  and  one  which  ensures  that  the  current 
pipeline  of  Section  8  housing  be  cleared  out  quickly  and  as 
many  units  as  possible  brought  to  occupancy,   ^our  proposals 
to  con mutt  the  GNMA  Tandem  program  and  the  Financing  Adjustment 
Factor  will  help  the  cities  reach  that  goal. 
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Lat  me  spend  a  few  moments  on  some  areas  where  we 
would  suggest  changes  in  your  bill.   We  are  very  concerned  that 
the  Congress  not  slacken  its  commitment  to  lo%rer  income  housing 
in  these  difficult  economic  times.   H.R.  5731  would  provide 
budget  authority  for  only  25,000  incremental  units  of  Section  8 
Existing  Housing  assistance.  At  the  same  time,  the  bill  would 
authorize  up  to  60,000  units  of  Section  8  Existing  Housing  for 
use  in  converting  other  commitments  funded  in  previous  years 
through  Rent  Supplements  and  Section  236.  This  is  a  much  higher 
level  than  in  previous  years.  Particularly  when  resources  are 
so  scarce  and  the  needs  so  great,  we  urge  the  Subcommittee 
to  increase  the  number  of  units  available  for  new,  incremental 
assist2mce  under  Section  8  Existing  Housing.   By  adding  40,000 
units  to  Section  8  Exisitng  in  this  way,  the  Subcommittee 
could  increase  by  almost  three-fold  the  number  of  new  house- 
holds which  could  be  assisted  in  FY83.  Overall,  we  would  hope 
that  the  Subcommittee  wonld  not  adopt  a  budget  that  provides  any 
less  assist2mce  for  lower  income  people  this  year  than  the 
Congress  provided  for  HUD  in  its  FY82  appropriation. 

We  would  also  like  to  raise  a  concern  over  another 
small  part  of  the  bill,  which  %#ould  permit  local  housing  author- 
ities to  use  public  housing  development  funds  to  finance  operating 
subsidies.  We  continue  to  believe  that  operating  subsidies  for 
public  housing  are  and  should  remain  a  federal  responsibility. 
Congress  should  authorize  and  appropriate  sufficient  authority 
to  operate  this  housing.   If  the  intent  of  the  amendment  in  the 
bill  is  to  provide  operating  subsidy  funds  in  case  appropriations 
are  not  sufficient  in  any  one  year,  then  we  are  concerned  that 
the  option  apparently  is  only  available  to  those  authorities 
with  development  funds  which  have  not  been  committed  already. 
A  national  pool  of  funds  convertible  from  development  assistance 
might  be  a  more  equitable  way  to  achieve  this  goal,  although 
the  Conference  of  Mayors  has  taken  the  position  that  this 
responsibility  should  be  dealt  with  separately.  The  Conference 
of  Mayors  also  urges  the  Subcommittee  to  include  some  assurance 
of  local  government  involvement  in  this  decision  at  the  local 
level  if  this  language  is  adopted. 

The  proposed  Rental  Housing  Rehabilitation  and 
Production  Act  of  1982  is  an  important  and  timely  federal 
housing  initiative.   It  is  critical  for  the  Congress  to  provide 
federal  assistamce  for  multifamily  rental  housing,  especially 
in  the  absence  of  any  Section  8  new  construction  or  substantial 
rehabilitation  authority.  The  central  rcle  the  bill  provides 
for  local  and  state  governments  in  the  administration  of  the 
program  is  particularly  appropriate.   The  increasingly  scarce 
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resources  for  housing  assistance  demand  greater  Involvement 
of  local  and  state  governments  in  their  allocation.  The 
Chairman's  initiative  in  this  regard  is  most  perceptive  and- 
gratifying  to  us. 

The  U.S.  Conference  of  Mayors  has  been  working  on 
a  proposal  for  a  hoaaing  "block"  grant  which  is  »liiiilAt-  in 
most  respects  to  tho  proposal  in  R.R.  5731,   Likfl  your  propoaal, 
ours  would  provide  short-term  budget  authority  for  capital 
assistance  for  housing  development  directly  to  local  and  state 
governments.   Like  your  proposals  ours  would  encourag*  the  most 
flexible  and  highly  leveraged  use  of  the  funds  possible  at  the 
local  Level   We  have  discuased  this  proponal  with  staff  of 
the  Suhconmiittee  and  are  very  pleased  to  see  so  many  points 
of  agreement  Our  proposals  differ  in  that  ours  would  provide 
an  entitlement  amount  for  eligibla  jurisdictions.   Such  a 
mechanism  would  have  the  advantage  of  perroitttng  comoiunlties 
to  plan  their  housing  strategies  over  a  period  of  tltoe  and 
with  reasonable  certainty  of  funding  levels   A  drawback  to 
such  a  sysbeni  is  that  it  requires  a  considerable  amount  of 
budget  authority  on  a  national  level  to  ensure  that  sufficiently 
large  amoants  axe  available  locally  to  undertake  programs   The 
program  in  H  R,  37  31  would  make  the  entire  effort  a  competitive 
one,  which  would  assure  adequate  funding  for  winning  proposals, 
but  entail  a  large  degree  of  uncertainty  at  the  local  level. 

tfe  would  also  suggest  the  Subcommittee  consider 
changing  the  proposal  at  least  to  provide  a  special  priority 
ranking  factor  for  proposals  which  would  provide  more  than  20 
percent  of  the  units  for  low-  and  mode rate- in come  persons. 

We  look  forward  to  %#orking  with  the  Subcommittee  on 
this  new  initiative  to  see  what  other  changes  might  be  desirable 
from  our  point  of  view.  We  have  circulited  H  R.  5731  to  the 
entire  Conference  of  Mayors  Standing  Cotnmlttee  on  Community 
Development  Housing,  and  Economic  Development,  and  would  like 
to  reserve  the  right  to  provide  you  with  further  comments  once 
we  have  heard  from  other  members   Overall i  however,  I  would 
like  to  stress  our  belief  that  the  Subcoinnittee  has  presented 
a  viable  approach  to  helping  ^u^tain  a  inultifairtlly  rental 
market  that  meets  many^  if  not  all,  of  the  criteria  our  members 
have  set  forth. 

Finally,  Mr.  Chairman,  I  would  like  to  raise  a  few 
issues  which  are  of  particular  concern  to  us.  The  first  is  the 
effect  of  the  Administration's  budget  proposals  in  FYS 2  and  FYS 3 
on  the  ability  of  communities  to  complete  a  variety  of  program 
initiatives  they  undertook  in  previous  years  with  the  understand- 
ing that  Section  S  funds  for  new  construction  or  substantial 
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rehabilitation  would  be  available.  First  and  foremost  among 
these  is  the  Section  8  Nei^ghborhocd  Strategy  Area  (NSA)  program. 
Begun  in  TYl^t    this  denonst ration  piro^raiD  provided  local  govern^- 
ments  vith  allocation  and  prelijninary  proce»«in9  •uthority  over 
specific  amounts  of  Section  6  Sobatantial  Rehabilitation  author- 
ity.  The  program  waa  run  aa  a  national  competition.   All  partic- 
ipating jurisdictiona  were  required  to  develop  a  comprehensive 
five-year  plan  for  a  specific  targetted  neighborhood  in  which 
the  units  would  be  used.   HUD,  in  turnr  agreed  to  provide  an 
agreed-upon  nuirvber  of  Section  8  Sub  Rehab  reservations  during 
the  five-year  demonstration  period. 

In  January  and  February  of  1982,  the  Conference  of 
Mayors  ataff  undertook  a  survey  of  all  participating  jurisdiction* 
in  the  HSA  program  to  find  out  how  jnany  Section  8  units  these  con- 
munities  had  expected  to  reserve  in  FYS 2  and  FYe3.   I  would  like 
to  submit  the  report  of  this  survey  for  the  record  at  this  point- 
The  survey  revealed  that  46  of  the  coffiffiunities  surveyed  anticipated 
reserving  a  total  of  4  249  Section  a  unit*  in  FYaa,  and  19  com- 
munities expected  to  reserve  an  additional  1,324  units  in  FY83. 

HUD'S  budget  proposals  for  FYS 2  and  rY8  3  would  cancel 
out  the  Section  9  program,  and  leave  these  conwnunitioa  high  and 
dry.  All  of  the  participating  jurisdictions  were  required  as  a 
condition  of  joining  the  demanatration  to  develop  comprehenaive 
CD  plans  for  their  areas.   Many  undertook  significant  investments 
In  these  areas  in  anticipation  of  the  Section  3  reservations. 
HUD* 8  regulations  also  required  a  high  degree  of  citizen  partic- 
ipation in  the  USA   process >   Many  communities  negotiated  agree- 
ments with  neighborhood  groups  and  citizens  which  they  will  be 
forced  to  bresX  if  the  Section  B   units  are  not  provided  aa 
promised.   Many  comsnunities  have  worked  closely  vith  building 
owners  and  new  developers,  Aany  of  whom  have  invested  their  own 
funds  in  anticipation  of  participating  in  the  Section  S  program. 
Their  investment »  also  will  be  lost  if  HUD  has  its  way. 

There  are  other,  similar  examples:  communities  which 
are  under  a  court-ordered  settlement  to  provide  opportunities 
for  lower  income  housing  to  comply  with  CQBG  requirements  and 
expected  to  fulfill  these  obligations  using  Section  8:  comnunitiee 
under  administrative  settlements  with  HUD  for  the  aame  reasons; 
ccomunities  which  undertoo>c  CDBG  investment*  to  prepare  for 
lover  income  housing  simply  as  part  of  a  comprehensive  CDBG 
strategy?  and  communities  which  used  Section  103  loan  guarantee 
authority  to  purchase  land  for  housing  developcsent  some  or  all 
of  %#hich  was  intended  for  Section  8. 
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The  8ubcoiinitte«  must  examine  these  "overhang" 
issues  closely.   If  HUD  has  not  provided  any  firm  estimates 
of  these  overhangs  to  Congress  to  date,  we  urge  you  to  request 
such  an  estimate  to  gauge  the  effect  of  the  Administration's 
proposed  termination  of  Section  8.  We  urge  the  Subcommittee 
to  consider  l2mguage  which  would  require  the  Secretary  to 
provide  set  aside  sufficient  authority  to  meet  these  coomitments 
in  FYS 2  and  FYS 3.  The  Conference  of  Mayors  and  other  state  and 
local  government  groups  have  undertaken  a  survey  of  CDBG  reci- 
pients in  an  attempt  to  gauge  the  magnitude  of  this  overhang 
and  will  share  the  results  with  the  Subcommittee  when  it  is 
completed. 

The  Administration  also  has  proposed  a  rescission  of 
$100  million  in  the  Section  108  loan  guarantee  program  for  FY82, 
and  no  additional  funding  in  FY83.  We  are  fully  in  support  of 
H.R.  5731 's  provisions  for  additional  authority  in  this  program. 
The  staff  of  the  Conference  of  Mayors  has  undertaken  a  survey 
of  all  Section  108  participants  to  gather  information  about  how 
these  funds  have  been  used,  how  many  jobs  they  have  retained 
or  created  and  how  many  private  dollars  have  been  leveraged 
through  the  gxiarantees.  We  will  forward  the  results  of  this 
survey  to  the  Subcommittee  as  soon  as  it  is  completed. 

Finally,  the  Conference  of  Mayors  is  extremely  con- 
cerned about  the  Administration's  proposals  to  raise  tenants' 
rents  in  federally  assisted  housing  through  a  variety  of  means 
in  the  FY83  budget  proposal.  One  of  these  would  count  the  value 
of  food  stamps  as  income.  We  would  like  to  submit  for  the  record 
an  analysis  of  the  impact  of  this  change  prepared  by  the  Center 
for  Budget  and  Policy  Priorities,  a  group  which  is  very  familiar 
with  the  Food  Stamp  program.  We  are   also  opposed  to  the  Adminis- 
tration's proposal  that  minimum  rents  in  assisted  housing  be 
raised  to  include  covering  the  cost  of  utilities.  This  would 
work  a  devastating  hardship  on  tenants  in  older,  poorly  insulated 
structures,  particularly  in  Northeast  and  Midwest. 

Thank  you  again  for  the  opportunity  to  share  our 
views;  I  will  be  happy  to  answer  any  questions  you  may  have. 
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COMMUNITY  DEVELOPMENT  AND  HOUSING 


COMMUNITY  DEVELOPMENT 

The  proposed  FY83  HUD  budget  would  maintain  funding  for  the  CoRiKunlty 
Development  Block  Grant  (CDBG)  program  and  the  Urban  Development  Action  Grant 
(UDAG)  program  at  the  same  levels  as  FY82  appropriations.  However,  this  Is 
$270  million  below  the  FY83  level  authorized  by  Congress  for  the  two  programs. 
HUD  also  proposes  one  new  Initiative,  the  Rental  Rehabilitation  Grants  pro- 
gram, at  a  level  of  S150  million  with  an  equal  match  required  from  local 
governments.  This  would  replace  entirely  the  Section  312  Rehabilitation  Loan 
program.  In  addition,  HUD  proposes  an  extension  of  the  Urban  Homesteading 
program  to  Include  multlfamlly  housing  units.  Specific  details  of  these 
programs  follow. 

Community  Development  Block  Grants 

The  FY83  budget  proposes  a  total  of  S3. 5  billion  for  Community  Develop- 
ment Block  Grant  spending.  CDBG  would  remain  at  this  constant  level  for  both 
FY82  and  FY83— S238.6  million  below  the  FY81  level.  New  legislation  enacted 
In  1981  revised  the  method  of  CDBG  fund  distribution  to  provide  a  70  percent- 
30  percent  split  for  entitlement  and  nonentltlement  categories,  changed  from 
75-25  In  prior  years.  In  addition,  there  are  now  732  entitlement  cities  and 
counties;  In  FY81  there  were  only  669.  According  to  HUD,  three-quarters  of 
all  entitlement  amounts  would  be  reduced  between  10  percent  and  17  percent 
from  FY81  to  FY82.  There  Is  no  mention  In  the  budget  of  additional  entitle- 
ment cities  and  counties  Joining  the  program  In  FY83. 

Urban  Development  Action  Grants 

The  FY83  budget  request  for  UDAG  Is  S440  million,  which  Is  constant  with 
the  FY82  appropriation  level,  but  reflects  a  $235  million  reduction  from  FY81. 
HUD  estimates  that  350  grant  agreements  will  be  executed  with  this  total  In  FY 
83,  and  states  that  UDAG  will  leverage  $4.8  billion  In  private  Investment  with 
the  $675  million  appropriated  In  FY81. 

Section  108  Loan  Guarantees 

The  budget  for  FY83  would  abolish  the  Section  108  Loan  Guarantee  program. 

In  addition,  there  Is  a  proposed  rescission  which  would  reduce  the  $225 

million  In  available  loan  authority  for  FY82  to  $125  million.   This  loan 

guarantee  program  Is  secured  by  current  and  future  Community  Development  Block 

Grants  and  thus  requires  no  budget  authorization. 

Urban  Homesteading 

The  FY83  budget  proposes  an  appropriation  of  $12  million  for  Urban 
Homesteading,  $9  million  of  It  to  support  818  single-family  properties.  The 
balance  of  this  request,  $3  million.  Is  planned  to  support  a  proposed  multl- 
famlly  demonstration  of  15  buildings,  averaging  30  units  each,  for  a  total  of 
450  units.  The  program  uses  federal  funds  to  transfer  HUD-FHA,  Veterans 
Administration,  and  Farmers  Home  Administration  properties  to  local  govern- 
ments for  use  In  Urban  Homesteading  programs. 
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Section  312  Rehabilitation  Loans 

The  budget  proposes  to  eliminate  the  Section  312  program  In  FY83.  There 
Mas  no  appropriation  requested  In  FY82;  however.  Congress  ordered  that  $68 
million  In  loan  repayments  be  made  available  In  FY82  to  fund  approximately 
5,000  units.  A  new  Rental  Rehabilitation  Grants  program  Is  proposed  to 
replace  Section  312.  HUD  requests  a  transfer  of  the  assets  and  liabilities  of 
the  Section  312  program  to  the  Revolving  Fund  for  liquidating  programs. 

Rental  Rehabilitation  Grants 

The  FY83  budget  proposes  an  appropriation  of  $150  million  to  Implement 
the  new  Rental  Rehabilitation  Grants  program.  This  program  Is  designed  to 
provide  assistance  to  local  and  state  governments  for  rehabilitation  of  small 
rental  properties  In  certain  market  areas  where  there  Is  a  lack  of  available 
standard  existing  housing.  According  to  HUD,  this  new  program  would  be  tar- 
geted to  neighborhoods  with  low  vacancy  rates  and  dilapidated  housing  which  Is 
available  for  rehabilitation,  and  would  be  available  for  both  single  and 
multi family  properties.  Also,  special  allocations  of  Modified  Section  8  Cer- 
tificates (vouchers)  would  be  made  available  In  conjunction  with  this  program. 
(See  the  Housing  section  of  this  analysis  for  more  details.)  However,  Rental 
Rehabilitation  Grant  funds  could  not  finance  more  than  50  percent  of  the  cost 
of  individual  projects.  Local  governments  would  have  to  match  these  funds 
from  either  private  or  public  sources.  With  the  $150  million  match  from 
local  governments,  the  program  Is  designed  to  support  the  rehabilitation  of  an 
estimated  30,000  rental  units  at  an  average  federal  cost  of  $5,000  per  unit 
for  an  estimated  total  $300  million  rehabilitation  program. 

Rental  rehabilitation  funds  would  be  used  to  subsidize  rehabilitation  of 
properties  for  rental  at  competitive  market  rates  in  the  area.  Communities 
would  be  free  to  coordinate  these  funds  with  CD6G  funds  and  would  have  wide 
discretion  In  determining  the  type  and  level  of  subsidy.  The  program  would 
replace  the  Section  312  Rehabilitation  Loan  program  and  the  Section  8  Moderate 
Rehabilitation  program. 

Policy  Development  and  Research 

The  Department  is  requesting  a  $20  million  appropriation  for  Its  Policy 
Development  and  Research  activities.  This  request  remains  at  the  FY82  level, 
although  it  reflects  a  decrease  of  $19.7  million  from  FY81.  The  program  will 
continue  to  emphasize  the  improvement  of  the  operation  of  the  Department's 

programs. 

Housing  Counseling 

The  FY83  budget  proposes  no  additional  funds  for  Housing  Counseling 
Assistance.  However,  the  Department  would  continue  to  certify  and/or 
recertify  local  public  and  private  nonprofit  agencies  which  provide  HUD- 
approved  housing  counseling,  although  it  would  not  contribute  to  the  cost  of 
providing  these  services.  The  FY82  appropriation  is  $3.5  million,  almost  50 
percent  less  than  FY81. 
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Neighborhood  Reinvestment  Corporation 

The  Administration  is  seeking  $15.5  million  for  the  Neighborhood  Rein- 
vestment Corporation,  an  Increase  of  $1.6  million  over  the  FY82  appropriations 
level.  This  independent  agency  fosters  the  development  of  Neighborhood  Hous- 
ing Services  programs  and  also  supports  neighborhood  preservation  projects  and 
provides  neighborhood  program  support.  The  proposed  activities  for  FY83  are 
directed  more  toward  neighborhood  program  support,  with  less  emphasis  on 
neighborhood  housing  services. 

SUMMARY 

While  CDBG  funding  would  remain  constant  in.  the  FY83  budget,  city 
officials  need  to  be  aware  that  the  Admini strati on  is  offering  CDBG  as  the  one 
program  to  replace  many  others,  as  it  did  in  FY82.  All  the  programs  of  the 
Economic  Development  Adnini strati  on  (EDA),  plus  programs  such  as  Section  108 
Loan  Guarantees,  Section  312  Rehabilitation  Loans,  701  Planning  Assistance, 
Neighborhood  Self-Help  Development,  and  a  number  of  others  are  now  supposed  to 
be  supported  with  CDBG  funds,  according  to  the  Administration's  budget 
materials. 

The  average  CDBG  appropriation  over  the  past  four  years,  FY79-82,  was 
$3.7  billion.  Without  taking  inflation  into  consideration,  the  FY83  proposal 
of  $3.5  billion  is  nearly  6  percent  less. 

In  addition,  with  the  new  fund  distribution  us*  ig  a  70-30  percent  split 
for  entitlement  and  non-entitlement  (Small  Cities)  categories,  and  with  the 
Increase  in  entitlement  cities  and  counties  from  669  to  732,  three- fourths  of 
all  entitlement  amounts  will  be  reduced  between  10  percent  and  17  percent  from 
FYSl  to  FY82. 

In  FY83,  local  governments  should  expect  further  changes  in  their  grant 
amounts  because  of  the  impact  of  1980  Census  figures.  Population  totals  were 
considered  in  calculating  FY82  grant  amounts,  but  in  FY83  all  other  demograph- 
ic changes  will  be  considered  for  the  first  time. 

For  the  Small  Cities  program,  beginning  in  1982.  states  have  the  option 
of  awarding  and  administering  grants.  For  those  Small  Cities  programs  in 
states  that  do  not  select  this  option,  distribution  will  remain  the  responsi- 
bility of  HUD.  In  those  Small  Cities  programs  where  states  select  to  distrib- 
ute the  funds,  there  is  no  guarantee  covering  how  the  funds  will  be  distrib- 
uted. States  may  choose  to  allocate  the  funds  according  to  any  formula  they 
desire. 

In  UDAG,  the  average  annual  appropriation  between  FY79  and  FY82  was  $570 
million,  nearly  30  percent  higher  than  the  $440  million  now  proposed  for  FY83. 
In  addition,  because  of  the  proposed  elimination  of  EDA  and  other  economic 
development  activities,  these  funds,  too,  will  have  to  be  stretched  further. 

The  level  of  the  FY83  app'^opriations  takes  on  added  significance  because 
this  level  will  be  part  of  the  baseline  amount  for  the  new  "super"  block  grant 
to  the  states,  as  proposed  by  President  Reagan  in  his  State  of  the  Union 
address.  CDBG  and  UDAG  are  among  those  programs  that  would  be  turned  over  to 
the  states. 
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COIMMITY  DEVELOPMENT  FR06RANS 
(dollars  In  Millions) 


FY79 
ACTUAL 

PYM 
ACTUAL 

rvfli 

ACTUAL 

PYfl2 

— r?53 — 

PROPOSED 

CoMKjnlty  Development  Block 
Grants 

Appropriations 

$3,750.0 

$3,752.4 

$3,694.6 

$3,456.0 

$3,456.0 

Section  108  (CDBG  Loan  Guarantees) 
Loan  Autnonty  Available             31.3 

200.0 

300.0 

225.0. 
125.0* 

— 

Urban  Development  Action  Grants 

Appropriations                              518.5 

646.4 

675.0 

440.1^ 

440.0 

Urban  Homestejdlng 

Pxopertfes  Conveyed: 
Single  FdmHy  (1-4  units) 

Hunger 

Ainount 
Multl family  (over  4  units) 

Number 

Amount 

950 
$7.2 

NA 
NA 

790 
$7.5 

NA 
NA 

1,105 
$10.6 

1.760 
$16.4 

818 
$9.0 

15 
$3.0 

Appropriations 

— - 

-— 

— - 

— - 

$12.0 

Section  312 

Appropriations 
Loan  Reservations 

$231.8 
$233.9 

$135.0 
$203.2 

$  5.6 
$84.5 

$68.0^ 

— 

Rental  Retiabnitatlon  Grants 
"Rumber  of  <Wnrffi9  wUs 
Approprfation 

NA 
NA 

NA 
NA 

NA 
NA 

NA 
NA 

30,000    ^ 
$150.0^ 

For  fxez,  the  Congress  enacted  a  $225  mnilon  limitation  ort  the  amount  of 
loan  guarantee  commitments;  however,  HUD  proposes  this  be  reduced  to  $125 
million  for  FY82  and  no  commitments  for  FY83. 

$435.1  million  Is  the  amount  appropriated  for  FY82  plus  a  $5  million 
carryover  available  which  brings  the  total  UDAG  budget  authority  to  1440.1 
million  for  FY82. 

^Thls  $68  million  Is  the  amount  estimated  by  HUD  that  will  be  used  to  fund 
approximately  5000  units  In  FY82.  The  funding  will  be  available  through  use 
of  loan  repayments. 

n-hls  $150  million  must  be  matched  on  a  local  level  with  either  public  or 
private  funds. 

Som^ce:     FY83  Budget,  U.S.  Department  of  Housing  and  Urban  Development, 
Summary,  Pebniary  198Z. 

House  Appropriations  Subcommittee  on  HUD -Independent  Agencies  Staff, 
February  5,  1982. 
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HOUSING 

The  Administration's  proposed  FY83  budget  for  housing  contains  several 
■ajor  elements.  First,  the  Administration  Is  proposing  to  amend  substantially 
the  use  of  funds  already  approved  In  Appropriations  Acts  for  FY82.  It  also 
proposes  a  substantial  FY82  rescission.  In  FY82  and  FY83,  the  budget  shifts 
federal  housing  efforts  almost  exclusively  Into  assistance  to  tenants  In 
existing  housing.  All  activities  in  FY83  will  be  financed  through  recaptures 
of  authority  from  prior  years,  and  a  substantial  rescission  of  authority  Is 
also  requested.  This  FY83  budget  marks  the  first  time  any  Admini strati  on  has 
sought  no  substantial  Increase  in  the  total  number  of  households  assisted 
through  federal  housing  subsidies.  Instead,  the  budget  focuses  attention  on 
shifting  the  subsidies  already  provided  tenants  from  one  program  approach  to 
another.     Each  of  these  elements  is  discussed  In  detail  below. 

FY82  Proposals 

Funding  Levels 

The  FY82  appropriation  for  HUD  provides  $17.3  billion  in  new  budget  au- 
thority for  housing  programs.  These  funds  were  estimated  by  Congress  to 
provide  sufficient  authority  to  finance  reservations  for  about  143,000  units 
of  subsidized  housing  through  a  variety  of  means.  Ir  addition,  HUD  estimates 
It  win  recapture  $7.4  billion  from  prior  years  becaubi  of  projects  which  will 
not  be  completed,  and  another  $2.7  billion  In  carry«  er  funds  from  previous 
years.  In  all,  the  Department  estimates  It  will  hdve  available  from  all 
sources  $27.6  billion  in  budget  authority  In  FY82.  However,  the  FY83  budget 
proposes  to  use  only  $18.3  billion  of  this  total  and  to  rescind  the  remaining 
$9.3  billion,  or  33  percent  of  the  total. 

Of  the  $18.3  billion  available  In  FY82  after  the  rescission,  $1.4  billion 
Is  slated  for  transfer  to  the  Federal  Financing  Bank  (FFB)  for  use  in  the  sale 
of  outstanding  public  housing  notes.  These  funds  will  produce  no  additional 
units.  After  subtracting  the  transfer  to  the  FFB,  HUD  estimates  a  balance  of 
$16.9  billion  for  use  In  new  obligations  In  FY82. 

Section  8  Housing 

The  FY83  budget  proposes  to  redirect  substantially  the  use  of  budget 
authority  in  FY82  away  JFrom  a  mix  of  assistance  to  new,  rehabilitated,  and 
existing  housing  units  to  an  almost  exclusive  reliance  on  existing  housing 
units.  Further  the  Department  proposes  to  reduce  significantly  the  number  of 
additional  households  receiving  assistance  In  FY82,  emphasizing  Instead  the 
use  of  Section  8  Existing  Housing  subsidies  to  roll  over  other  expiring 
commitments  from  previous  years,  or  to  terminate  other  forms  of  assistance  and 
replace  the  subsidies  with  Section  8  Existing  Housing  Certificates. 

The  Department  proposes  16,933  new  unit  reservations  in  the  Section  202 
program  for  the  elderly  and  handicapped,  all  subsidized  by  Section  8  new  ct..- 
struction  payments,  and  only  5,569  other  Section  8  new 
construction/substantial  rehabilitation  units,  for  a  total  of  22,502  units. 
This  is  about  one-half  the  total  of  43,935  units  for  the  Section  8  new  con- 
struction/substantial program  assumed  by  Congress  In  the  FY82  HUD  appropri- 
ation. (See  Table  2  for  a  comparison  of  the  FY82  appropriations  amounts  and 
hud's  FY83  budget  proposals.) 
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HUD  proposes  10,720  units  for  the  Section  8  Moderate  Rehabilitation 
progran  in  FY82,  down  about  43  percent  from  the  FY82  appropriation  figures. 

In  the  Section  8  Existing  Housing  progran,  HUO  proposes  to  Mke  available 
186,385  units,  or  nore  than  three  tiaes  the  total  for  this  progran  In  the  FY82 
HUD  appropriation.  Of  this  total,  only  3,385  units  would  be  lude  available  to 
households  not  now  covered  under  so«e  other  form  of  housing  assistance.  The 
remaining  Section  8  Existing  Housing  Certificates  are  budgeted  for  the 
following  usps: 

•  173,000  units  to  convert  existing  coMmltaents  under  the  Rent 
Supplement  and  Section  236  Rental  Assistance  programs  to  Section 
8  during  FY82-84. 

§  5,000  units  to  convert  units  now  subsidized  under  the  Section  23 
Leased  Housing  Assistance  program. 

§  5,000  units  to  supplement  payments  In  financially  troubled 
HUD- subsidized  properties. 

The  scope  of  the  federally-assisted  housing  effort  would  be  further  re- 
duced In  the  FY82  budget  through  the  effect  of  HUD's  proposed  recaptures  and 
rescissions  of  prior  years'  budget  authority.  These  recaptures  and 
rescissions  would  mean  that  units  committed  In  prior  years  would  not  now  move 
to  completion,  thereby  reducing  the  total  number  of  units  assisted  by  HUO.  At 
this  time,  the  Department  has  no  firm  estimate  of  how  many  units  will  fall  out 
of  the  system  through  these  recaptures. 

Public  Housing 

The  budget  proposes  reducing  the  Department's  unit  reservations  under  the 
conventional  low- rent  public  housing  development  program  to  310  units,  down 
from  the  24,000  estimated  In  HUD's  FY82  appropriation.  This  would  effectively 
shut  down  the  public  housing  development  process  for  the  future,  although 
commitments  made  In  prior  years  could  continue  to  proceed  and  come  on  line  In 
future  years. 

The  Department's  budget  also  proposes  to  allow  local  public  housing 
agencies  now  holding  new  construction  commitments  to  choose  at  their  option  to 
convert  these  to  modernization  funding  contracts.  This  would  mean  a  substan- 
tial reduction  In  future  outlays  for  HUD,  since  contracts  for  modernization 
run  for  20  years,  half  the  length  of  commitment  for  new  construction.  Tliere 
Is  no  estimate  of  how  many  units  now  committed  for  new  construction  could  be 
terminated  and  converted  to  modernization  of  existing  units  through  this 
option.  However,  the  budget  assumes  that  $1  billion  of  the  $1.8  billion  In 
budget  authority  available  for  modernization  In  FY82  would  come  from  "normal" 
recaptures  of  public  housing  development  funds,  that  $300  million  would  come 
from  funds  deferred  In  FY81,  and  that  $500  million  would  come  through  public 
housing  agencies  exercising  the  option  to  convert  development  commitments  to 
modernization  funding.  This  $500  million  figure  assumes  a  total  development 
budget  authority  of  $1  billion  being  converted,  since  there  Is  a  50  percent 
reduction  In  authority  through  use  of  the  option.  Using  HUD's  FY81  figures 
for  public  housing  development  costs,  this  could  mean  the  loss  of  almost  8,000 
units  approved  In  prior  years  for  construction. 
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The  total  provided  for  public  bousing  operating  subsidies  In  FY82  Is  SI.? 
billion,  the  aMunt  assumed  In  the  FY82  appropriation.  An  additional  $140 
Million  will  be  nade  available  during  FY82  as  a  supplemental  payment  for  FY81 
operating  costs. 

FY83  Proposals 

Funding  Levels 

The  FY83  budget  proposal  requests  no  additional  authority  for  federally 
assisted  housing.  It  Is  proposed.  Instead,  that  the  entire  year's  operations 
are  to  be  financed  out  of  recaptures  of  budget  authority  through  the  cancella- 
tion or  expiration  of  reservations  made  In  previous  years.  The  budget  assumes 
that  HUD  will  recapture  a  total  of  19. 9  billion  In  such  authority  in  FY83,  and 
proposes  a  program  which  would  use  $7.5  billion  of  this  total.  The  remaining 
$2.4  billion  would  be  rescinded. 

Section  8  Housing 

The  only  Section  8  new  construction/substantial  rehabilitation  reserva- 
tions proposed  In  the  FY83  budget  are  for  10,000  units  of  Section  202  housing 
for  the  elderly  and  handicapped.  All  other  assistance  In  the  FY83  budget  is 
proposed  through  use  of  existing  housing  units. 

A  total  of  5,000  units  of  Section  8  Existing  Housing  Certificates  Is  pro- 
posed for  use  In  converting  Section  23  commitments  to  Section  8.  The  remain- 
ing balance  of  106,615  units  to  be  provided  In  FY83  would  be  offered  through  a 
new  "Modified"  Section  8  Existing  Housing  Certificate. 

Modified  Section  8  Existing  Housing  Certificates 

The  Department  is  proposing  to  modify  the  Section  8  Existing  Housing 
program  In  FY83.  Under  current  law,  HUD  pays  the  difference  between  30 
percent  of  a  tenant's  income  and  the  Contract  Rent  agreed  upon  by  HUD  (or  its 
local  agent,  the  public  housing  authority)  and  the  unit  owner.  This  Contract 
Rent  must  be  equal  to  or  lower  than  a  Fair  Market  Rent  computed  for  the  unit 
type  In  that  market  area  by  HUD  economists.  Tenants  in  the  program  are  not 
permitted  to  pay  more  than  30  percent  of  their  income  for  rent,  nor  Is  there 
any  Incentive  to  the  tenants  to  find  less  costly  shelter,  since  their  payments 
remain  the  same  —  30  percent  of  Income  —  regardless  of  the  rent. 

Under  the  Modified  Section  8  Existing  Housing  Certificate  proposed  in  the 
FY83  budget,  HUD's  contribution  would  be  based  on  the  difference  between  an 
established  rent  payment  standard  for  each  market  and  30  percent  of  a  new 
tenant's  rent.  (Tenants  already  subsidized  under  other  programs  are  treated 
differently,  as  explained  below.)  The  rent  standard  would  be  set  at  the  40th 
percentile  of  the  distribution  of  all  rents  for  all  rented  units  of  standard 
quality,  excluding  new  units.  Tenant  eligibility  would  be  based  on  an  income 
standard  of  50  percent  of  area  median  Income.  Tenants  who  were  already 
subsidized  under  some  other  program  prior  to  FY82  were  required  to  pay  only  25 
percent  of  their  income  toward  the  rent.  These  tenants  would  be  shifted  in 
stages  to  the  higher  payment  standard  of  30  percent  authorized  in  the  Housing 
and  Community  Development  Amendments  of  1981.  This  would  occur  whether  they 
are  shifted  from  the  old  programs  to  the  new  Modified  Certificates  or  remain 
in  the  old  programs.  By  FY86,  all  tenants  would  be  paying  the  30  percent  of 
Income  standard  or  the  minimum  rent  prescribed  in  the  1981  Amendments. 
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Under  the  Modified  Certificate  progran,  tenants  would  be  able  to  pay  aore 
or  less  than  30  percent  of  their  Income  for  rent.  However,  HUO's  contribution 
would  be  based  on  a  30  percent  of  income  contribution.  Thus,  If  a  tenant 
finds  a  unit  which  Is  cheaper  than  HUD's  rent  standard,  that  tenant  would  be 
able  to  keep  some  of  the  subsidy  for  other  uses.  Conversely,  If  a  tenant 
rents  a  unit  which  Is  more  costly  than  the  rent  standard  HUD  uses,  that  tenant 
would  have  to  contribute  more  than  30  percent  of  Income  to  make  up  the  rent 
payment.  HUD  estimates  that  payments  under  the  Modified  Certificates  will 
average  $2,000  per  year  per  unit  across  the  country.  Currently,  HUD  budgets 
about  $3,200  per  year  for  Section  8  Existing,  but  this  Includes  no 
consideration  for  tenant  contributions  and  Is  based  on  a  15-year  contract 
commitment.  Modified  Certificates  would  have  a  flat  contribution  for  the 
tenants  for  five  years,  with  no  commitment  for  additional  subsidies  for  those 
tenants  after  the  fifth  year,  although  such  tenants  would  be  eligible  to  apply 
for  additional  subsidy  commitments  if  they  still  qualify  for  assistance.  HUD 
plans  to  use  the  Modified  Certificates  In  the  following  ways  In  FY83: 

§  30,000  Certificates  in  conjunction  with  the  Rental  Rehabilita- 
tion Initiative  proposed  by  HUD  for  FY83  (see  the  Community  De- 
velopment section  of  this  analysis  for  more  details  on  this  pro- 
gram) . 

§  60.615  Certificates  to  convert  current  Section  8  Existing  Hous- 
ing commitments  to  the  new  Modified  Certificates. 

§  10,000  Certificates  for  use  In  conjunction  with  the  sale  of 
HUD-owned  properties. 

§  5,000  Certificates  to  tenants  of  existing  public  housing  units 
which  are  demolished,  abandoned  or  sold  by  public  housing 
agencies  with  HUD's  permission. 

§  1.000  Certificates  for  tenants  in  properties  with  Section  8  Mew 
Construction  or  Substantial  Rehabilitation  commitments  from 
prior  years,  where  the  owners  opt  not  to  renew  their  five-year 
Section  8  contracts. 

Public  Housing 

The  FY83  budget  proposes  no  additional  authority  for  public  housing  dev- 
elopment. As  in  FY82,  local  housing  authorities  would  be  offered  the  option 
of  converting  existing  commitments  for  new  construction  to  use  In  moderni- 
zation. The  budget  estimates  that  $1.3  billion  would  be  recaptured  through 
this  option,  and  another  $500  million  In  budget  authority  would  be  recaptured 
through  other  means,  to  yield  a  total  of  $1.8  billion  In  authority  for  modern- 
ization under  the  Comprehensive  Improvement  Program.  The  $1.3  billion  HUD 
anticipates  making  available  for  modernization  means  that  a  total  of  $2.6 
billion  in  development  funds  would  be  recaptured  (since  only  50  percent  of  the 
recaptured  funds  would  be  put  back  out  for  modernization).  Using  HUD*s  FY81 
cost  estimates,  this  would  mean  the  loss  of  almost  21,000  units  of  newly  con- 
structed public  housing  approved  In  previous  years. 

Public  housing  operating  subsidies  are  projected  at  $1.07  billion  for 
FY83. 
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The  FY83  budget  also  proposes  the  transfer  of  $1.4  billion  to  the  Federal 
Financing  Bank  for  financing  outstanding  public  housing  notes.  This  ¥rould  not 
produce  any  additional  subsidized  units. 

SUMKARY 

The  HUD  FY83  budget  proposals  would  reduce  federal  housing  assistance 
substantially  fro«  levels  of  recent  years.  During  FY79-81,  the  average  number 
of  units  reserved  under  the  various  assistance  programs  was  261,989.  The  FY82 
level  proposed  In  the  FY83  budget  Is  16  percent  below  this  average.  However, 
this  figure  underestimates  the  actual  difference,  since  all  but  a  small  pro- 
portion of  the  assistance  proposed  for  FY82  Is  for  rolling  over  existing  sub- 
sidy commitments,  not  adding  to  the  stock  of  assisted  units.  In  previous 
years,  HUD  has  proposed  some  portion  of  the  assistance  for  use  In  HUD-held 
properties,  or  In  rolling  over  pre-existing  commitments.  Thus,  precise  com- 
parisons are  difficult.  The  16  percent  f-gure  Is  a  useful  benchmark  as  the 
most  generous  comparison  that  can  be  made.  The  Department's  FY83  budget  shows 
an  even  steeper  decline:  53.6  percent  below  the  FY79-81  average  level. 
Again,  the  FY83  budget  proposes  only  40,000  units  of  incremental  assistance  to 
add  to  the  stock  of  total  federally  assisted  housing  units. 

The  FY83  budget  states  that  federally  assisted  housing  units  at  the  end  of 
FY81  totaled  3.4  million.  By  the  end  of  FY85,  the  budget  states,  this  would 
Increase  to  3.8  million  units.  However,  the  budget  also  notes  that  at  the  end 
of  FY81,  700,000  additional  units  were  either  under  construction  or  were  In 
processing.  Were  HUD  to  have  maintained  Its  current  stock  and  have  seen  all 
these  units  through  to  completion,  the  total  federally  assisted  Inventory 
would  have  risen  to  4.1  million  units  without  additional  commitments  In  FY82 
or  beyond.  Thus,  by  FY85,  HUD's  proposals  would  have  the  effect  of  reducing 
by  300,000  units  the  total  federally  assisted  housing  Inventory  already 
committed  prior  to  FY82. 

The  HUD  FY83  housing  budget  marks  a  total  break  with  the  last  four  decades 
of  federal  housing  policy  by  requesting  no  additional  funds  for  financing 
federally  assisted  housing  for  low  and  moderate- Income  persons  In  FY83. 
Instead,  the  budget  contemplates  terminating  commitments  made  In  prior  years 
and  using  only  a  portion  of  this  recaptured  assistance  to  provide  subsidies 
for  low-  and  moderate- income  persons.  In  addition,  the  budget  proposes  three 
more  changes  that  would  Increase  tenants'  rent  requirements  In  HUD  assisted 
housing  and  reduce  the  federal  contribution  accordingly: 

§  HUD  proposes  to  alter  the  way  It  calculates  tenant  Income  for 
assisted  housing  to  Include  food  stamps  as  Income. 

§  HUD  proposes  to  Increase  the  limitation  on  annual  Increases  In 
rent  to  20  percent  from  the  current  10  percent  limitation. 
This  would  accelerate  the  change  from  tenant  rent  contributions 
of  25  percent  of  Income  to  the  newly  established  30  percent  of 
Income  standard,  and  would  affect  all  tenants  receiving 
assistance  prior  to  FY82. 


§  HUD  proposes  legislation  setting  minimum  rents  to  cover  at  least 
the  cost  of  utilities.  Current  law  states  that  tenants  shall 
pay  higher  of  ten  percent  of  gross  income,  30  percent  of  adjust- 
ed Income,  or  the  shelter  portion  of  a  welfare  payment.  HUO's 
proposed  change  could  mean  substantial  Increases  in  tenant 
payments  In  areas  with  high  utility  costs  and/or  energy  ineffi- 
cient housing  units. 

Table  1  provides  a  comparison  of  assisted  housing  levels  from  FY79  to 
FY83,  Including  FY82  estimates  based  on  the  HUD  appropriation  for  FY82.  Table 
2  provides  a  comparison  of  the  changes  to  FY82  levels  that  the  FY83  budget  is 
proposing. 
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TABLE  1 


COMPARISON  TABLE  —  FEDERAL  HOUSING  PROGRAM  LEVELS  FY79-83 
(dollars  In  millions) 


FY79 

FY80 

FY81 

FY82^ 

PROPOSED 
FY83 

Section  8* 

New  Construction/Substantial 
Rehabilitation  Units 

145,038 

115,198 

73,861 

43,935 

10,000^ 

Moderate  Rehabilitation 
Units 

34,294 

40,000 

24,981 

18,909 

— 

Existing  Housing  Units 

90,374 

47,022 

85,289 

55.387 

5.000* 

Modified  Existing  Housing 
Units 

— 

— 

— 

— 

106.615 

Public  Housing  Units* 

55.368 

38,172 

36,370 

24.000 

— 

Public  Housing  Modernization 

$50 

$50 

$50 

$90 

$90 

Public  Housing  Operating 
Subsidies 

$727 

$794,100 

$1,200^ 

$1,152 

$1,075 

Section  202  Unlts^ 

22,525 

20,440 

15,166 

17,200 

10.000 

TOTAL  UNIT  RESERVATION, 
ALL  PROGRAMS 

325,074 

240,392 

220,501 

142,231 

121.615 

^Number  of  Unit  Reservations  estimated  by  HUD  to  be  available  from  appropriated 
funds. 

Includes  supplemental  appropriations  approved  December  1981. 

^All  Sec.  202  units  are  subsidized  through  Sec.  8.  and  are  Included  In  the 
totals  for  Sec.  8  new  construction/sub.  rehabs. 

All  units  under  this  category  will  be  ma 
program  for  the  elderly  and  handicapped. 

*A11  these  commitments  will  be  made  to  replace  current  Sec.  23  contracts. 

^Based  on  amounts  appropriated  for  HUD  In  FY82,  P.L.  97-101. 

Source:  FY83  Budget  Summary.  HUD.  February.  1982. 

Senate  Appropriations  Subcommittee  for  HUD -Independent  Agencies,  Staf 
FY81  Budget  Summary.  HUD,  January,  1980. 


All  units  under  this  category  will  be  made  available  through  the  Sec.  202 
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TABLE  2 


COMPARISON  TABLE.  FY82-83  FEDERALLY  ASSISTED  HOUSING  LEVELS 
(dollars  In  millions) 


rm : — 

APPROPRIATION* 

FY82          FY83 

SECTION  8 

New  Construction/Sub  Rehab 
Moderate  Rehabilitation 
Existing  Housing 
Modified  Certificates 

43.935  units 

18.909 

55,387 

22.502  units 
10,720 
186.385° 

10.000  unlts^ 

s^oooj 

106,615^ 

PUBLIC  HOUSING 

24,000 

310 

— 

PUBLIC  HOUSING  MODERNIZATION 

$90 

$90 

$90 

PUBLIC  HOUSING  OPERATING 
SUBSIDIES 

1. 152 

1,152 

1,075 

SECTION  202^ 

17,200  units 

16,933  units 

10,000  units 

TOTAL  UNIT  RESERVATIONS, 
ALL  PROGRAMS 

142.231 

219,917 

121,615 

^Assumptions  Included  In  HUD  FY82  Appropriation  Act,  P.L.  97-101. 

Only  3,385  of  these  commitments  are  proposed  for  additional  subsidy  units  not 
already  covered  by  some  other  subsidy.  The  remainder  are  proposed  for  use  In 
conversions  from  other  programs,  such  as  Sec.  236,  Rent  Supplement,  and  the 
like. 

^All  Sec.  202  units  are  also  counted  In  the  total  for  "Section  8:  New  Con- 
struction." 

"Proposed  exclusively  for  use  with  Sec.  202  projects. 

Vor  use  In  converting  pre-existing  Sec.  23  commitments. 

^Includes  30,000  certificates  for  use  with  Rental  Rehabilitation  Initiative. 

Source:  FY83  Budget  Summary.  HUD.  February.  1982. 

Senate  Appropriations  Subcommittee  for  HUD -Independent  Agencies  Staff. 
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SECTION  8  NEIGHBORHOOD 
STRATEGY  AREAS: 

~  Progress  in  Meeting  Goals 

An  Assessment  of  Unmet  Needs 

for 

Substantial  Itehabilitation 

During  January  and  Febru«u:y,  1982,  the  U.S.  Conference 
of  Mayors  undertook  a  survey  of  all  cominunitia*  participating 
in  the  Section  8  tfeighborhood  Strategy  Area  (NSA)  prograni^ 
The  purpose  of  the  survey  was  to  assess  communities'  progress 
in  meeting  stated  goals  in  the  prograin,  and  to  assess  needs 
for  Section  8  substantial  rehabilitation  subsidy  assistance 
to  complete  projects  undertaken  in  earlier  years  after  re- 
ceiving HUD  commitments  to  provide  Section  8  funds  sufficient 
to  complete  the  approved  projects. 

The  Section  8  NSA  program  is  a  five-year  demonstration 
effort,  currently  entering  its  fourth  year*   The  program  was 
designed  to  provide  local  governments  with  special  procedures 
for  securing  and  processing  proposals  for  Section  8  Substantial 
Rehabilitation  assistance  in  conjunction  with  concentrated  com- 
munity development  activities  to  revitalize  target  areas.   The 
Section  8  N3A  program  placed  full  responsibility  for  soliciting, 
preparing,  and  completing  initial  processing  on  Section  8  assist- 
ance applications  in  the  hands  of  local  government  for  the  first 
time. 

Participants  in  the  Section  8  NSA  program  were  chosen 
after  a  national  competition.  Awards  were  made  on  the  basis 
of  comprehensive  applications  submitted  by  local  governments 
in  response  to  a  federal  invitation  to  seek  designation. 

Survey  forms  were  sent  to  100  conimunities  participating 
in  the  Section  3  NSA  program   A  total  of  93  survey  forrns  were 
returned   One  of  the  connaunities  which  responded  to  the  survey 
has  chosen  to  withdraw  from  the  program,  £md  thus  is  not  included 
in  the  totals  calculated  in  this  report.   The  following  sections 
summarize  the  findings  of  the  survey;  a  copy  of  the  original  sur- 
vey questionnaire  is  attached  as  Appendix  I. 

S  OMMflLKY  0  F  T  H£  5  URVE Y  RgS  ULTS 
Original  Allocations 

HUD  originally  scheduled  a  total  of. 34,000  Section  8 
Substantial  Rehabilitation  unit  reservations  in  the  Section  8 
N5A  program  after  designation  awards  had  been  made.   The  total 
number  of  units  accounted  for  in  scheduled  allocations  to  com- 
munities responding  to  the  survey  was  2  3,053,  or  about  74  per- 
cent of  the  total  scheduled  allocation. 

Number  of  completed  surveys         93 

Number  of  total  scheduled  unit 

reservations  34,000 

Number  of  total  scheduled  unit 
reservations  represented  by 
survey  sample  25,053 

Percent  of  total  scheduled 
reservations  represented  by 
sample  74 
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Adjustments  to  Allocations 

Communities  were  asked  in  the  survey  whether  they 
were  still  working  with  the  same  number  of  units  originally 
allocated  to  them  in  the  Section  8  NSA  designation.  Forty- 
four  of  the  communities  said  they  were.  Another  49  commu- 
nities indicated  some  change  had  occurred,  with  a  majority 
indicating  they  had  scaled  down  their  scheduled  allocation 
of  units  during  the  course  of  the  program. 

Number  of  communities  working 

with  original  allocation         44 

Number  of  communities  with  ad- 
justed allocations  49 

Number  of  communities  with  in- 
creased allocations  (14) 

Nximber  of  communities  with  re- 
duced allocations  (35) 

Progress  in  Using  Section  8  Allocations 

The  communities  responding  to  the  survey  indicated 
that  a  total  of  7,019  units  of  Section  8  Substantial  Rehabil- 
itation housing  have  been  completed  and  occupied  through  the 
NSA  program  to  this  date,  or  28  percent  of  the  total  allocations 
represented.  Another  682  units  have  been  completed  and  are 
awaiting  occupancy.  A  total  of  3,119  units  are  presently  under 
construction. 

Eleven  communities  in  the  survey  have  completely  finish- 
ed their  NSA  effort,  while  a  total  of  10  communities  are  ap- 
proaching the  completion  of  their  scheduled  program.  Five 
communities  are  half  completed  suid  48  others  said  they  have 
completed  less  than  half  their  scheduled  program.  A  total  of 
18  communities  have  yet  to  begin  any  construction  in  the  program 
at  this  time. 

Communities  who  have  fully  com- 
pleted NSA  11 

Communities  approaching  com- 
pletion 10 

Communities  at  the  half-way  mark      5 

Communities  with  less  than  half 

completed  4  8 

Communities  which  have  not  begun 

any  construction  18 
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Niunber  of  Section  8  units 

completed  to  date  7,701 

Number  of  Section  8  units 

completed  and  occupied  (7,019) 

Number  of  Section  8  units  com- 
pleted &  awaiting  occupancy       (   682) 

Number  of  Section  8  units  under 

construction  3,117 

Future  Reeervations  Weeded  _to_Cofl!plgte  WSA  Programs 

During  FY82,  46  communities  expected  to  bring  an  addi- 
tional 4,249  Section  9  Sobstantial  Rehabilitation  units  under 
reservation  through  the  NSA  prograai.   In  F1f83^  18  connnunities 
expected  to  bring  1,324  units  under  reservation*   Fifty-five 
connnunitiea  reported  they  expected  to  be  able  to  complete  these 
obligations,  provideti  subsidy  funds  continued  to  be  available 
from  the  federal  governnient  >   A  total  of  19  cOOTnunities  in- 
dicated that  financing  problems  brought  about  by  current  high 
interest  rates  might  jeopardize  their  ability  to  complete  their 
programs.   An  additional  19  communities  either  didn't  answer 
this  question  in  the  survey  or  marked  it  "not  applicable." 

FY82    FY83 

Units  expected  to  be  brought 

under  reservation  4,249  1,324 

Number  of  communities  ex- 
pecting further  reservations         46     18 

Number  of  coinraunities  expecting  to 

complete  obligations  55 

Number  of  communities  who  feel 

fin£mcing  problems  may  jeopardize 
completion  19 

Number  of  communities  not  responding    19 

Further,  a  majority  of  the  cotAnunities  surveyed  in- 
dicated that  they  could  use  a  greater  number  of  Section  8 
units  than  originally  allocated  to  completely  meet  all  the 
needs  in  their  target  areas*  The  total  nuinber  of  units  cited 
by  those  who  gave  precise  estimates  of  the  unmet  needs  added 
up  to  13,982  units. 
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n.— unices  also  were  asked  to  indicate  the  aost 
pressing  needs  they  faced  in  coopleting  their  Secti<»i  8  NSA 
c^ligatioos,  and  the  overvhelming  majority  indicated  that 
affordable  financing  for  their  units  was  the  aost  pressing 


Rating  the  Section  8  Program 

Among  the  surveyed  communities,  56  gave  the  Section 
8  MSA  program  a  very  high  rating,  while  22  coomunities  rated 
it  a  moderate  success  and  13  communities  gave  it  low  ratings. 
There  was  a  high  correlation  between  ability  to  complete 
scheduled  Section  8  unit  reservations  and  high  ratings  for 
the  program.  Among  those  who  cited  difficulties  in  the 
program  and  gave  it  a  lower  rating,  high  interest  rates, 
unpredictable  financing,  strict  HUD-FAA  regulations  and 
lengthy  HUD  processing  delays  were  cited  most  often  as  the 
causes  of  frustration  at  the  local  level. 
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CENTER  ON  BUDGET  AND  POLICY  PRIORITIES 

236  Mcaaachusetts  Avenue.  N.E.  Suite  305 

Wnhington.  D.C.  20002 

202-544-0591 


RAISING  RENTS  FOR  FAMILIES  RECEIVING  H0USIN6  ASSISTANCE  IF  THE  FAMILIES  MLSO 
figT  POOD  STAMPS ^ 

Fanilies  who  recti ve  federal  rent  subsidies  noM  pay  25t  of  their  IncoMS  for 
rent,  with  th«  gov^rnmtnt  payiirg  the  renalnder.     Latt  year's  ReconcilUtlon 
Act  required  that  rents  be  raised  from  Z5E  to  3Qt  of  fncone  Ov«r  the  neJtt  five 
years.     Now  the  Administration  is  prof>oslf*g  to  raise  rents  much  further. 
Instead  of  pay  1  fig  2SX-30X  of  Income  for  rent,     ow-income  families  would  now 
have  to  pay  ?5X^30t  of  the  combined  total  of  their  Incone  plyi  their  food 
stangs. 

The  resulting  Increases  In  rents  would  be  dranatlc.    Rent  Increases  of 
25X-50t  would  be  wfdespread.     For  sofne  poor. fanilies,  rents  would  aort  than 
double.     (Under  the  Administration  proposal,  rent  Increases  of  this  magnitude 
would  be  spread  over  more  than  one  year  —  but  eventually  the  full  Increase 
would  be  put  into  effect). 

The  two  groups  prijnarily  affected  by  this  proposal  would  be  the  elderly,  and 
female-headed  households  with  children.    A  1981  USDA  study  found  that  these 
two  9roups  con^rise  over  85X  of  al     households  who  participate  In  both  food 
stunp  and  housing  prograns  and  who  would  Mve  their  rents  Increased.    Most  of 
the  elderly  households  who  would  be  affected  are  elderly  wonen  living  alone. 

In  addition,  most  Of  the  households  who  would  have  their  rents  raised  are 
extfemely  poor.  The  USOA  study  reported  that  over  80t  have  Incones  below 
tS.DOO  a  year  and  about  half  have  Incones  below  $3,000  a  year. 

AFDC  mothers  and  children  In  the  South  —  one  of  the  poorest  groups  of  people 
anywhere  In  the  United  States  —  wouM  suffer  particular  hardship.     Because 
welfare  payments  are  so  low  In  the  South  ($96  a  month,  or  ^S%  of  the  poverty 
line  for  a  family  of  three  In  Mississippi;  $tl6  a  nnnth  in  Teitas),  food  stamp 
benefits  are  large*     If  rents  are  raised  $25-S30  *  month  for  every  $100  \n  food 
Stamps,  then  rents  for  many  southern  AFDC  famfUes  will  double  or  triple  over 
coming  years.     The  AFDC  mother    n  >1fssiss1pp1  who  receives  $96  a  nonth  in 
welfare  paytients,  for  eKampTe^  #ou1d  have  her  rent  raised  over  the  next  several 
years  from  SZ&  to  nearly  $96  a  month.     Virtually  her  entire  AFDC  check  would 
have  to  go  for  rent,  and  she  would  be    eft  with  little  or  no  cash  for  clothing 
for  her  children,  transportation ^  or  other  expenses. 

Some  poor  families  would  probably  feel  they  had  no  choice  out  to  move  out  of 
subsidized  housing  and  live  In  cheap  substandard  housing  —  so  that  they 
can  clothe  their  children  and  meet  other  needs  —  or  to  drop  out  Of  the  food 
stamp  program  so  that  they  can  afford  to  pay  the  rent. 
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April   2,    IMl 


Bmorablft  Philip  Abraas 

<;«aer4^  Sepii-ty  Ajjia'i"-   s»«cr«tJiry — 

I>cFa^  ?«dcx«l  Eoujixtg  O.—  i  ■  siooier 
OepartiK&t.  of  Scu^isg  k  Urban  D^vlufi,  iit 
4 SI   ?tii  Stxect;  S.w,    -  Boob  9100 
V^stiJ-aqiXA     D.C.    20410 

Dear  Mr.  Abraas: 

AA  TOti  »^?99fl*ted  it   *h»  h*&riibg  y«st«rd«y*   I 
bmwm  enclosed  t!i4   f^Ilc^i^^  Hit«ri«l«^: 

o     A  conr  o^  tJ»  t*l*9T«A  mamk.  by  S«c- 
reiAry  Earrli   i^nforvisig  tlM  City  of 
StAxfor^,   Ocuuv*ctirtic  c£    its  svlAction 
AB   a  5KTJ.Ota    J   NSA  city, 

o     A  copy  «£   th<  Niovvdt>«r  3*   1978,    l«tt«r 
tiD  M^r^r  Cl«p*a  oi  staaifo4rA  trco  i^< 
HUD  Ax«a  natiAs**^  ^^  Boaton  co&f  IrvLbb^ 
the  oriqiAAl  4ppTQT«l  and  outll&in^ 
the  trj-ff»MnT  «it«rc>d  into. 

o     Copies  of  corr»»poivieBC€  tMtw«-sn  Msyor 
Clapes  4^  Assistant   £ftcr«t«i-)    ^ 
concexninq   HtTD*  a   ir*t«ftt  iofi»  to  coaplsts 
tbe  prov^AB  *s  *gT««d  to  in  ths  original 
rr—i  rsnnr   i«tt«T. 

■n»  U  S^  Conference  t>t  Mayor j  continues  to 
believe  Uiat  HUO  ujidertooX  a  binding  comnit^kei^t 
tc  participetxjig  nSa  cities  %ihen  it   lnvit*d   ap* 
pliC*tioni   to  participate   undttr   24  CFR  881   Subpart 
C,      I  hope  your  cevlev  of  these  materials  will 
lead  you  to  ai  AiAilar  copclusion.     Please  call  ae 
at  293-7330  if  I  can  be  of  further  assistance  in 
this  Batter. 

Sincerely. 


Barry  Sigas 
Assistant  Executive 
Director 
Bncls. 

United  States  Gonferencx  or  Mayors 

1620  EYE  STREET,  NORTHWEST  •  WASHINGTON.  DC  20006  •  (202)  293-7S30 


91-866    0-88- 
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^•»■»•JO^u^a^o»»  JO/09/7*  ic»  "iWJi'  hvw*  '9ii«,  %     ajoo'J 

oo«»v  huTN  vA  io/o«/7*  w>n  '  ~~ 

HON,  LOU23  A,  CLAPtB   INSERT  ^f^Jfc^  v  ^  ,  , 

«^9  ATLANTIC  STRttT"   jNStRT  •r'^5^  ''•'  '  ^1978      - 

STAhFORO,  CT.  06«0«  ^^ ' 


^1 


CONGRATULATIONS,   I  AM  PLtASLU  TO  ANNOUNCb  APPROVAL  OF  YOUR 
RLOUtST  FOR  NtlChlfOHHOOD  STRATEGY  ahEA  0ESI6NATI0N,   MAY  I 
EXTtNO  TO  YUU  THIS  dEPAHThEnT«S  FULL  SUPPORT  IN  HAK1N6  THIS 
ENOEAVUN  A  COHPLETE  SUCCESS,   TU  TH4T  END*  "E  O^FER  YOU  EVtNY 
POSilbLE  ASSISTANCE  In  COhInC  HUNThS  TO  aSSUWE  aChIEVEHENT  OF 
YOUN  MHST  TEAR  KUALS, 

UKDtR  THE  TtwnS  OF  THIS  APPkOVAL»  ^t  ARE  DESUNATIN6  A  TOTAL  OF 
.  (INSERT  MI36O}    SECTION  e  SUbSTANTlAL  RCHABILI I ATION  UNITS  FOR  T^IS 

NtlUNbOKHOOD  8TTR&TE6Y  AREA,  (INSERT  •IC'S)    0^    nmICh  COhE  f^bn   A 

SPElIaL  NSA  SET*ASIUE  for  The  fiscal  year  1979  ANU  THE  BALANCE  . 

FMOH  PROSPECTIVE  ^^AIR  SHAKE  FUNUiNC  Xh   FUTUNb  YEARAb.   YOuR 

FUNUINC  FUN' FY  1979  IS  CONTlNbENT  UPOn  ENACThENT  OF  NUii  PENDING 
'-APPAOPRIATIUNS  LEGISLATION  AND  YOuR  FUNDING  IN  FUlUHE  TEAfrS  IS» 

AS  ALMATS*  CONTINGENT  ON  APPROPRIATE  COnGnESSIOnal  ACTION  anD  T^E 

AVAILABILITY  UF    FUNDS, 

IN  ADUiTIUN»  NO  PHOKOSALS  FOR  SECTION  S  ASSISTANCE  "ILL  BE  ACCEPTED 
FUR  PKOLESSING  UNTIL  THE  LOCAL  GOVEMmhEnT  NECEIvES  AND  ACCEPTS  A 
NOTIFICATION  LETTER  FROH  THE  FIELD  OFFICE  hhICH  SPECIFIES  ThE  TERHS 
AND  CONUITIUNS  OF  ThiS  a»»aRd,   TMt  NOTIFICATION  LETTEf*  -ILL  OE 
TMANSnITTEO  TO  YOU  UN  OR  aFiEm  OCTOMEK  IS#  1970, 

/S/ 

PATRICIA  NObERTS  hakRIS 

SECkETaRY 

OiFArttHENI  OF  HOUSING  AND  UNBAN 

OtVELOPHCNT 

(AkS  RuEvOFH  0*2fl*01-00«fli) 
20114  esT 

hghcohp  hum 


TO  Nrn*  et  maicc^am  sec  mcvtmsc  side  ioy_  esrijpi.  v^cw-s  lou  •  r«i  phont  immkhs 
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Ot  \  OCPARTIIENT  OF  HOUSING  AND  URSAN  DCVELOfMEfrr  •'*'4*>%  '^r^ 

BM     /  ONCriNANOAL  PLAZA  ...  A%  ^  , 

mm .  — „ •^^^^.,  <?f^«78'Vj 


tMtMk.  llaMarlMtMti*  MSM 


Novtmbtr  3.  1978 


Mayor  Louli  ▲•  ClapM  * 

Old  City  Ball  -^ 

179  Atlantic  StzMt 

Staafoxd,  CT  06902 

Star  Migror  Clapaai 

Subjacts    Haichbozhood  StxatafiT  TrogsK^ 
Vro^mot  Ho.  0126-1006 

Cte  S«ptembar  21,  197^  Tou  vtTt  tiotlElad  ^  S*cTatai7  Kitt^i  of  tba 
apprcrv*!  ^f  y^rox  x«qtu«t  to  p*i-tlclpat*  in  the  II*i^^>oiiiood  Stxatagy 
ire  a  Ptograa,   for  tha  V^eBt  Side  Kelghboiiood,     IJiiJ  l»tx<r  a»rvM  to 
ccmTlJcn  the  ippirjval  notJ-f icatioiLi,     Thl*  ippTOfvml  i*  ^«ad  on  ifct 
Jjifoimation,   pi  Asa,  acd  ccumitnent*  cont*Jjj«c  in  ymsr  T^iiait-     Sbmild 
ytni  dacld*  to  particip^ta  la  cud  Accapt  tha  t*33Ba  of  tha  progrto,  plaaaa 
tiga.  both  Doplaa  of  thla  lattar  ajid  ratum  oat  to  thia  ofClca. 

Tfadax  tha  tazsa  o£  tha  Saciataiy**  approvaJ,  a  total  o£  3^0  Saction  8 
BUhttAAUaJ  Tvhiibllit&tioEl  imita.liKn  baan  datlssiAtaa  for  uav  In  tha 
USA.     Contiact  and  budflpt  aut^orltj  JoT  360  uclta  vlH  bn  mida  anil* 
abla  In  IT  1979*     Dia  balanc*  vlll  ba  jcrortdai  on  as  annual  baaia  in 
accozdanca  vitb  the  apipsond  acheOiilfr.     Qi*  ^^-idln^  for  fltibaa^uant 
yaaza  vill  be  provided  o&  a  piriorlty  baaia  fron  the  irea  OfXice'a  fait 
ahaza.     Hovav*r,   funding  for  1979  *^d  subsequent  years  la,  aa  alvaya, 
continent  upon  appropriate  Confiresiional  acticoa  and  tht  availability 
of  funds.     Tbla  approval  ehoiild  not  ba  cona trued  as  a  conmltaent  of 
any  othar  Depaxtmantal  rfticoirceB  attch  aa  31^  loan  funda 

Tou  ahonld  nov  vork  vlth  local  propartj  dviibts  uid  davelopera  in  t|ta 
daalffoatad  USA  to  axTanga  for  tha  neceaaaiy  fijainc^joff  and  to  pirapax^* 
pzopoaals  for  pzojecta  undar  tha  Sac t ion  B  BiTuaiJ^  laslatanca  PajBanta 
KDO^raiB. 

Tou  Bay  aoUclt  pzopoaals  by  vhstavar  aathod  Is  aost  appzopzlata.    fiow- 
9vmr,  Sactlon  881.305  of  tha  regulations  requir^f.  that  tha  ohosan  aaihod 
ba  publlshad  in  &  navapaper  of  general  local  drculstioiu 

Iba  local  govamnant  is  T^vsponaible  for  rv?iawiac  all  proposals  sad 
for  atOnittlnc  to  EDS  tbosa  it  andozsaa  for  appzoval.    Proposals  sub-    ' 
aittad  to  HDD  ahall  not  azcaad  tha  total  mabar  of  units  that  hanra  bsan 
■ads  availabla  for  tha  BSA  in  accordanoa  vltfa  tha  approvad  sehadnla  as 
follovsi 

Taar  1  6^  Taar  k         7^ 

Taar  2  7^  Taar  5  70 

Taar  3       «IS— 
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Your  jarticljatlcm  in  th*  HSl  Vxogna  1m  aov»iD«d  Iqr  th«  BSA  SjacUl 
Proo«dur»i   {2k  CFB.  P*rt  861,  Subpart  C)  putoliihtd  for  ttttat  Km  J«iiu^ 
*xy  31,  1975,  infl  ^r  *11  oth^r  KguUUon*  *nd  pollclo  »ppllo»bl»  to 
tt»  Section  6  3ubBt»nti*l  E*bibillt*tioa  Progna-     1ji  paxtlculai,   th» 
ttalToro  B«locAtion  Jk*»l»tAiicB  and  HtiJ:  Property  IcqulBitioa  Pollcl« 
let  of  1970  Applies  to  ill  dlaplftcanunt  octuEiDa  M  •  rwiult  of  iBi 
•cquUltion,     Section  661  •  309  il"o  r^^uiw*  that  th*  locil  fmwm- 
mtnt  b«  z«»poii#lbl«  foT  Tvloutlom  pajaukti  and  »«rvlcu  frt  A  l«Tttl 
•quiv*l«nt  to  tbt  nquix«a«iits  of  the  ITziLfom  Jkct  Tor  *ll  teouit* 
dlapladtd  t^  3«otlDQ  8  SubitutlAl  S«bfrblUt&tioQ  und«T  t^  JtSl  I^»- 
goal  ^dMS  tba  TtihLblLitattd  units  un  pz±vst*ljr  ovud  or  wboi  no  ^1 
AcquiJltiDs  ii  lxrrolv*d. 

HDD  pxooassinc  •&&  xtvicv  of  proposals  siso  vUl  bs  govozDsd  liy  ths 
crrlxocDUitml  prooadnras  ud  raqul7«a«a^  of  HOD  Cixeulsxs  1390*1  soA 
1390 -.2  lAilcii  iJi^tnmt  tb»  H»ticn»l  SiTvirta]»«jatal  PoHcli*  let  of  1969* 

^  siflX^lnS  (tnd  retuxidn^  thlA  l«tt«T,  you  plvdgv  on  behalf  of  tbc 
loul  goT«i3iiB*nt  to  pEOVids  all  public  iEjc^veaenta  and  i*rTlc*H  aj 
d»SQTibad  In  thi  irSA  rmflTiatt  a&d  «iy  itili>*quent  n^gotlatlcnj  with 
*K4*  offios  or  the  Cantiml  Offloa.     rtullur*  to  prorlia  th*B*  Laspion~ 
ttcnti  sal  saxrlcai  nay  x*rult  In  caoaalXatiom  of  th*  IXSi  dBii^iiatlan 
for  tba  area,     Por  th*  jjnrpoaa  of  aaldufi  i=^derwrit±ii«  datajalaationj 
IQI  HtlE  iDortgiff*  ln*uranca,  th*  iMprtrvBDicnti  pla^l^d  In  th«  r»q[u»*t 
■KmJII  ^  ooiisidcred  aa   tbcTu^  ^vy  v«r*  nov  o-omplmt*  ^     d±a,  bowTc^f 
doss  iu)t  aliadnats  tb«  r«aulr*D«at  Sta  an  individual  undsxvzltlxic  zs- 
visv  of  aa^^h  apiplicatloa  for  Insuranc*. 

Bsosuss  of  tt^  ooirpl«xitr  and  aUt  of  ths  Sts&ford  proposal  and  tbs 
Aiany  adjniniB  trativ*  factor*  that  vlll  bs  ImrolTsd,  it  voiild  bs  ad:vls- 
sbla  for  tha  City  to  sulmlt  to  tba  Iraa  Off  lea  and  zsoslvs  approval 
of  an  adnlnljtratiTa  plan  vhicb  cleazly-  difixica  linaa  of  projsot  stsif 
rsaponaibilltr  aad  authority  mzA  tbs  stsfX  rssourcss  which  will  bs 
dadlcatad  to  tb*  projact. 

lny  tffiuaad  contiKt  end  lnjd«st  authority  mj  b«  osnctllad  If  propoaaU 
containing  a  jiifficlant  nunbsr  of  UEklts  to  utlJiEa  tha  authority  t»- 
sarrsd  ax*  net  aulalttad  in  aocordajic«  with  tha  appzortd  acfasdnla  or 
■ny  approvsd  sxtanalons,  or  If  approvad  propoaala  fail  tc  zasult  In 
Xffi4aio«ntB  to  &nt«r  into  Ecnialn^  Aajil^tanc*  Fay5>e&ta  Conti^cta.     [Sas 
Saotlon  661. 3O6  of  KSJL  Special  Ptocedurfla.)     Any  variatlona  In  tha 
KSl  plan  ffluat  ba  aprprovad  by  thia  office.     SlgnlflCAJit  variitlopa 
rviulr«  tba  approval  of  tba  l^alatast  Sscrataiy  for  BOTwinc^T^daral 
Bouslac  C^onmiaBionar^    - 

)taj  Z  sxtSDd  to  you  tbs  fispsrtMnt<s  full  mxpfort  in  Mkins  this  sor- 
dscfor  s  snooass.     lii  asagr  lastsncss  ths  local  «ovsa»snt  sad  HDD  win 
bs  fsolnc  iMv  IssQss  sad  problsM  duzinc  ths  li^lsMntatlon  of  ths 
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program «    V«  art  prepared  to  voxk  dosaly  vlth  you  to  raaolva  thaaa 
issu«0  and,  vAiare  neceasary,  propose  aodlfications  to  the  procedurea 
to  ensure  prograa  aucceaa. 

For  additional  infoxanation  pleaae  contact  Ifr.  Levis  J.  Wallace,  fiSA 
Coordinator,  telephone  nuaher  2i4i^35lO. 


Sincerelyy^^ 
Lwreftce  L.  TbompBa 


La^ 
Area 


Accepted 


Mayor 


Title 
NoveiribeT  17,  1978 


Date 


cos  Hancy  L.  Mitchell 

Director,  Comnunity  Developoient 
1|29  Atlantic  Street 
StaJDBford,  CT  O69IO 


Digitized  by  VjOOQIC 


624 


VII 


DbPAHIMtni  ur  •.«,...     . 

MASMIMCTOM.  O.C.  20«10 


*'*.*  ••• 


Or^iCt  Of  TmI  assistant  SfCMfTAMV  POM 
MOUSING  -  »«OtnAL  MOUSING  CO^IMlSt'iONf  II 


'•■■'-  1    Ji3|  I 


I 


fH  M^kV  MS^IM  TO. 


'Olsvrablu  Li»u1a  A.   CI  apes 
•'.ayor  of  Staaford 
Sta:.rf<:nJ.  Connecticut    00901 


; 


•RECE/VED 


This  Is  In  res|)cnse  to  your  letter  of  r:oveL*i>er  2,  1081  to  Secretary 
Pierce  concerning  yuur  request  for  a  reaffln-iatlon  of  191  KelsliboHtood 
$trLtci2y  Area  (NSA)  Section  S  SuLstantlal  Ker.alillltatlon  units  for  tr»e 
City  of  Staciford. 

As  you  know,  our  Hartford  Area  Office  staff  has  Informed  us  that  169 
?:SA  Stfctlon  3  Substantial  Rehabilitation  units  have  been  reserved  as  of 
ttiC  ci/i  :f  Fiscal  Year  1^31.    A  revised  plan  Increasing  the  nudber  of 
units  dvall^ole  to  Ctar;ford  In  Fiscal  Year  I9ol  called  for  174  units  to 
^e  reserved.     The  HID  Fiscal  Year  19&1  use  or  lose  policy  In  the  MSA  Pro- 
firais,  explained  to  ycu  In  a  letter  fror^  the  Hartford  Area  Office  dated 
June  23,  l'>ol,  resulted  In  the  recapture  of  those  5  units  not  reserved. 
uc^uctln^  that  loss  froi4  Staiaford's  proyran  of  360  units  leaves  a  balance 
of  1£6  uiircservad  units. 

Your  concerns  regarding  the  actual  nuL^er  of  rtSA  Section  8  Substan- 
tial tltfhjbilitatlon  units  to  be  allotted  to  Stamford  during  Fiscal  Years 
\0fl2  and  1S&3  cannot  be  addressed  at  this  tine.     Kowever,  as  soon  as 
possltile  after  the  Fiscal  Year  1982  appropriation  levels  are  established 
and  the  allocation  for  NSAs  is  detbrnined,  you  will  be  contacted  by  the 
Hartford  Area  Office  staff  to  discuss  the  status  of  your  KSA  program  for 
this  fiscal  year.    Let  tat  assure  you  that  we  Mrt  aware  of  the  progress 
you  have  cade  and  ttiank  you  for  your  continued  interest  In  the  HSA  ProyraM 

Very  truly  yours. 


TIHOTHY   ■CCBLK 

MSA  M««*««M 
•T*Mr«.»  ••••••••••••••«   Mi«««MMkr(«M  Mia 

^.o.  BOK  loisa 

■TAMreae.  Comn.  0«*04>aisa 

3S«*47aS 


Philip  flitjffiaa 

Philip  0.  Winn 
Assistant  Secretary 
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"^  UOUm  A.  CLAPtS 


{:m. 


Oty  op  Stamford,  Connecticut  06901 
Movtmbtr  2,  1981 


Secretary  Saauel  R.  Plerct 
U.S.  DepArtBcnt  of  Housing  mnd 

Urban  Dcvelopaant 
A51  7th  Streat  S.V. 
Wathlntton,  D.C.  20A10 

D««r  Seeratary  Plarce: 

I  bring  to  your  attention  tha  stattis  of  Staaford**  Saction  8  Naighborhood 
Stratagy  Area  Prograa  and  raquast  a  ra-affixiDation  of  tha  rasarvation  of  191 
units  of  Saction  8  Substantial  Rahabilitation/Nav  Construction.  In  tha  Pall,  1978 
BDD  awarded  tha  City  of  Stanford  a  360-unit  rasarvation  of  contract  authority 
for  Saction  8  to  ba  comaitted  ovar  a  flva  yaar  period.  Stanford  has  just  concluded 
the  third  year  of  this  prograa  and  has  received  RUD  reservation  of  contract 
authority  for  169  %mits.  As  of  this  dat»,  the  RUD  Hartford  Area  Office  has  net 
been  advised  by  Washington  as  to  the  status  of  NSA  eosaitaents.  Therefore,  X 
turn  to  your  good  office  for  assistance. 

The  KSA  reservation  for  Stanford  ii  essential.  Z  have  coonittad  extensive 
front  end  dollars  to  prepare  the  developacnt  proposals,  vork  with  individual 
owners,  and  install  the  nsjor  public  inproveaents  as  stipulated  in  the  original 
NSA  contract  with  HUD.  This  City  has  and  vlll  continue  to  fulfill  our  end 
of  the  agraeacnt.  I  expect  that  RUD  will  continue  to  do  the  saae. 

I  request  your  assistance  in  re-affiming  our  reservation  of  191  units  in 
the  KSA  prograa.  We  are  ready  to  forward  applications  to  the  RUD  Hartford  Area 
Office.  If  you  need  further  infomation  please  call  Nancy  L.  Mitchell,  Director, 
CoBDtmity  Developaent  in  ay  office  at  203«358-A155. 


Very  truly  yours, 


8  A.  CUpds 


LAC:tv/M8 
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Office  Of  The  Mayor 
City  of  Seattle 

Charles  Royer,  Mayor 

March  29,  1982 


The  Honorable  Mike  Lowry 

1206  Longworth  Office  Building 

Washington,  D.C.  £0515 


^mich 


Dear  ConrjrBm:^mJyf\rrYi 

I  appreciate  your  efforts  to  make  sure  that  the  Department  of 
Housing  and  Urban  Development  (HUD)  fulfills  their  commitments 
to  the  Section  8  Neighborhood  Strategy  Area  (NSA)  Program.  The 
City  of  Seattle  has  two  such  areas,  the  Stevens  (Capitol  Hill) 
and  International  District,  which  were  approved  by  HUD  for  the 
NSA  Program. 

The  Section  8  NSA  Program  was  to  be  a  partnership  between  HUD 
and  local  jurisdictions.  The  program  was  to  cover  a  five  year 
period  with  HUD  allocating  a  certain  number  of  Section  8  units 
to  the  NSAs  and  the  local  jurisdictions  providing  technical 
and  public  improvements.  The  programs  began  in  1979;  we  are 
now  in  the  fourth  year  of  the  program. 

The  following  provides  some  detailed  information  about  our  two 
NSA  programs.   The  first  part  compares  the  signed  commitments 
made  by  each  party  with  what  was  actually  delivered  and  provides 
some  recommendations  about  what  we  think  HUD  should  do  to  satisfy 
its  commitments. 

A  Comparison  of  the  Commitments  to  Actual  Delivery; 

HUD  Commitments 

HUD  committed  to  provide  200  and  225  Section  8  units  over  the 
five  year  period,  respectively,  for  the  Stevens  and  International 
District  NSA  programs.   The  units  were  to  be  allocated  in  accord- 
ance with  an  agreed-upon  annual  schedule.  HUD  allocated  enough  • 
units  the  first  three  years,  but  has  failed  to  allocate  any  units 
for  the  fourth  year  (1982) .  We  understand  that  HUD  does  not 
intend  to  meet  its  commitments  for  providing  the  Section  8 
allocations  for  the  fifth  year,  as  well.    r 

City  Commitments 

In  our  NSA  applications,  the  City  committed  approximately  $1.5 
of  local  funds  to  the  Stevens  NSA  for  neighborhood  and  housing 
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revitalizatlon  and  for  the  adrti  in  i  strati  on  of  the  NSA  program. 
Another  $1.5  million  was  conunitted  for  the  International  District 
NSA.   The  City's  annual  financial  commitments  were  to  be  expended 
for  public  improvements  (park  improvements,  streetscapirig  and 
revisions,  and  wheelchair  ramps),  commercial  development  activi- 
ties (technical  assistance  to  small  businesses),  social  services, 
and  housing  programs. 

The  City  has  thus  far  met  and  has  even  exceeded  its  commitments 
to  the  NSA  programs  iti  both  neighborhoods.  In  addition  to  meet- 
ing our  original  commitments  for  each  of  the  first  fo\u:  yeeirs, 
we  have  provided  an  additional  $9Q0   000  of  local  funds  for  the 
establishment  of  a  loan  fund  to  develop  Section  8  housing 
projects.   In  total  the  City  will  have  expended  about  $3.5 
million  of  local  funds  for  the  two  NSAs  by  the  end  of  this, 
the  fovirth  year. 

We  have  also  targeted  Section  312  funds  to  these  two  neighborhoods. 
By  the  end  of  this  year,  we  will  have  rehabilitated  five  Section 
312  projects,  totalling  76  units,  since  the  NSA  began. 

What  HUD  Can  Do 

The  CitYr  by  exceeding  our  commitments  to  the  program,  has 
demonstrated  its  determination  to  make  the  NSA  programs  successful. 
We  thus  far  have  obtained  Section  8  reservations  for  seven  pro- 
jects totalling  165  units.  One  of  these  projects  is  complete  and 
two  have  received  Tandem  financing;  we  are  confiaent  that  the 
others  will  be  able  to  get  Section  11(b)  financing. 

The  City  has  obviously  invested  a  great  amount  of  money  and  time 
in  the  NSA  program.   We  think  that  the  program  can  be  effective 
as  a  strategy  to  produce  housing  for  low -income  households  and 
for  neighborhood  revitalization.  We  ask  that  HUD  live  up  to 
their  commitments  by  providing  the  Section  8  projects  by  pro- 
viiSing  below-market  interest  rate  loans  or  by  allowing  Section 
B  NSA  projects  a  Financial  Adjustment  Factor  (FAF)  so  that  they 
can  get  higher  housing  assistance  payments. 

I  hope  that  this  information  is  helpful.  Should  you  need  further 
assistance,  please  contact  me. 


Digitized  by  VjOOQIC 


628 

Chairman  Gonzalez.  Thank  you,  very  much,  Mr.  Mayor.  At  this 
time  we  have  a  notice  of  a  recorded  vote.  It  looks  as  if  it  is  a 
quorum  call,  however,  it  is  actually  the  Democratic  caucus. 

Under  the  rules  we  are  supposed  to  not  conflict  with  the  Demo- 
cratic caucus  meeting,  but  we  are  going  to  proceed  with  the  proviso 
that  any  member  on  the  Democratic  side  that  feels  impelled  to  do 
so,  may  excuse  himself  and  attend. 

However,  as  I  understand  it,  you  have  the  right  to  record  your 
vote  as  being  present  at  the  caucus,  and  I  am  sure  that  is  a 
quorum  call.  Unless  there  is  an  objection,  my  intention  is  to  pro- 
ceed. 

Or,  we  could  do  it  this  way.  I  could  yield  to  you  and  you  take  the 
gavel,  and  I  go  vote  present,  and  then  come  back  and  then  you 
could  go. 

Thank  you,  for  your  patience,  over  here  on  the  left.  We  try  to 
respect  the  conference  when  it  meets  and  try  not  to  schedule  meet- 
ings of  the  subcommittee  that  would  conflict. 

Unless  there  is  an  objection,  we  will  proceed  by  recognizing  the 
next  witness.  And  then  at  the  end  of  the  presentation  of  the  panel, 
we  would  go  into  the  5-minute  rule. 

I  believe  that  Ms.  Reynolds,  that  you  represent  the  League  of 
Cities? 

Ms.  Reynolds.  Yes,  sir. 

Chairman  Gonzalez.  So,  unless  there  is  some  compelling  reason 
not  to  do  so,  we  will  recognize  Ms.  Reynolds  at  this  point. 

STATEMENT  OF  HON.  CATHY  REYNOLDS,  COUNCIL  MEMBER, 
DENVER.  COLO.,  ON  BEHALF  OF  THE  NATIONAL  LEAGUE  OF 
CITIES,  ACCOMPANIED  BY  REGGIE  TODD,  LEGISLATIVE  COUN- 
SEL OF  THE  LEAGUE 

Ms.  Reynolds.  Thank  you,  Mr.  Chairman. 

I  am  Cathy  Rejmolds.  I  am  a  council  member  in  Denver,  Colo., 
and  I  am  privileged  to  serve  as  the  chairman  of  the  National 
League  of  Cities'  Community  and  EJconomic  Development  Commit- 
tee. 

The  National  League  of  Cities  as  you  know,  represents  over 
15,000  municipalities  through  our  network  of  State  and  municipal 
leagues  and  nearly  1,000  direct  member  cities.  I  am  pleased  to  be 
here  today  to  express  our  views  on  H.R.  5731,  the  Housing  and 
Community  Development  Amendments  of  1982.  I  am  accompanied 
by  Reggie  Todd,  legislative  counsel  for  the  National  League  of 
Cities. 

If  I  may,  Mr.  Chairman,  I  would  like  to  submit  for  the  record  the 
National  League  of  Cities'  Priorities  for  1982,  adopted  recently  by 
our  board  of  directors. 

Chairman  Gonzalez.  Without  objection,  so  ordered. 

[The  material  referred  to  by  Ms.  Reynolds  follows:] 
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NATIONAL  LEAGUE  OF  CITIES  PRIORITIES  -  1982 
(Adopted  by  VLC's  Board  of  Directors  February  28,  1982) 

Overview 

The  Nation's  cities  enter  1982  facing  severe  financial  problems. 
In  1981  Federal  aid  to  states  arid  local  governmenta  was  sharply 
reduced,  affecting  cities  directly  and  reducing  the  ability  of 
state  to  provide  needed  aaaiatance  high  in te rest  rates  raised 
borrowing  coats  for  all  cities   forcing  many  to  defer  going  to 
the  market  altogether;  the  national  recession  which  began  in 
the  late  summar  of  19S1  and  continues  today  added  to  unettiploytAent 
rolls  and  further  reduced  local  revenues   and  these  problems  be- 
cause tBore  severe  at  a  time  of  growing  agreement  that  our  public 
infrastructure  of  roads,  bridges,  transit  facilities,  and  water 
and  sewerage  works  was  in  rapid  decline,  jeopardizing  the  national 
economic  revitalization  effort.   This  effort  is  also  being  under- 
mined by  the  fact  that  too  much  of  the  Nation* s  human  capital  is 
unprepared  to  enter  the  job  market,  and  that  housing  problems  are 
now  so  widespread  that  they  are  a  major  deterrent  to  full  economic 
recovery. 

The  President's  FY  1983  budget  continues  the  economic  recovery  pro- 
gram adopted  last  year;  proceeds  with  large  increases  in  defense 
^p^^^i^r^  and  reductions  in  domestic  nroqram;  and  embarks  upon  an 
ambitious  and  comprehensive  effort  to  reform  the  federal  system 
through  a  sharp  division  of  responsibilities  between  the  national 
and  state  governments. 

The  National  League  of  Cities  continues  to  support  the  goals  of  re- 
vitalizing the  Nation's  economy  and  improving  the  operation  and 
effectiveness  of  the  federal  intergovernmental  system.   We  re- 
affirm our  pledge  to  work  with  the  Administration  and  the  Congress 
to  revive  the  Nation's  economy  and  to  assure  a  balanced  and  healthy 
federal  system. 

ffe  believe,  however,  that  certain  policy  changes  are  needed  in  1982 
if  these  goals  are  to  be  attained: 

•  Firsts  to  assure  the  success  of  the  economic  revitaliza- 
t ion  program,  action  must  be  taken  to  deal  with  the  con- 
flict between  tight  money  policy  and  expansionary  fiscal 
policy; 

•  Second,  to  enable  states  and  local  governments  to  raain- 
tain  essential  public  infrastructure  and  services  to 
their  citizens,  adequate  resources  must  be  made  avail- 
eO^le  to  them  and 

•  Third,  to  strengthen  the  Nation's  competitiveness  in 
international  markets,  it  is  essential  that  a  national 
employment  policy  be  developed  that  includes  investment 

•  in  our  human  resources,  consistent  With  cur  investment 
in  physical  plant  and  new  technology. 
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Finally,  we  believe  the  President's  federalism  proposals  deserve  thm 
iBOst  serious  consideration.   NLC  is  working  with  the  Administration 
and  Congress  in  developing  the  details  o£  implementing  legislation 
and  plans  to  review  and  consider  alternative  federalism  proposals 
and  develop  specific  recommendations  in  this  area  at  a  special 
meeting  of  its  Board  of  Directors  in  the  near  future. 

The  Economy 

The  combination  of  tax  cuts,  increases  in  defense  spending,  continued 
rapid  growth  of  entitlement  programs,  and  high  interest  rates  is 
driving  the  federal  budget  deficit  and  the  total  national  debt  to 
dangerous  levels.   The  projected  deficits  for  Fiscal  Years  1983-1985 
insure  continuing  high  interest  rates  that  will  make  it  extremely 
difficult  to  attain  the  strong  economic  recovery  that  is  the  goal 
of  current  policies.   What  the  economy  requires  is  a  gradual  but 
firm  approach  that  reduces  the  deficit  to  levels  that  will  avoid 
the  conflict  between  economic  recovery  and  tight  money  policies. 
To  achieve  this  goal,  NLC  recommends  the  following  policies: 

Less  Restrictive  Monetary  Policy.   In  1981  monetary  growth  for  the 
year  as  a  whole  was  below  the  Federal  Reserve  Board's  restrictive 
targets.   A  modest  easing  of  monetary  restraint  may  help  to  hasten 
the  end  of  the  current  recession,  aid  ailing  industries  such  as  the 
automobile  and  housing  industries,  reduce  federal  borrowing  costs, 
and  provide  needed  help  for  essential  local  borrowings. 

Additional  Revenues.   Additional  revenues  in  Fiscal  Years  1983-1985 
will  help  substantially  to  reduce  the  budget  deficit.   We  believe 
that  Congress  should  suspend  the  10  percent  tax  cut  scheduled  for 
July  1983  and  decide  early  next  year  whether  and  to  what  extent 
economic  conditions  warrant  its  reinstatement.   Furthermore,  we 
urge  Congress  to  eliminate  wasteful  and  obsolete  tax  loopholes  , 
including  the  selling  of  tax  credits  and  the  "all  savers"  certifi- 
cate. 

Slower  Growth  in  Defense  Spending.   During  Fiscal  Years  1983-1985 
defense  spending  is  budgeted  to  increase  by  nearly  10  percent  in 
real  terms,  following  a  substantial  increase  in  FY  1982.   Over  a 
six-year  period.  Fiscal  Year  1982-1987,  three  of  every  five  new  tax 
dol.lar8  will  be  needed  to  finance  increases  in  defense  spending. 
The  share  of  the  budget  devoted  to  defense  over  this  period  will 
rise  from  about  28  percent  in  FY  1982  to  37  percent  in  FY  1987.   In 
FY  1983,  the  increase  in  defense  spending  will  exceed  cuts  in  domes- 
tic programs  by  about  one  third. 

NLC  believes  that  such  phenomenal  growth  in  defense  spending,  a 
principal  cause  of  budget  deficits,  must  be  modestly  restrained  and 
thoroughly  scrutinized.   We  recommend  that  annual  growth  in  defense 
spending  be  reduced  to  about  7  percent  in  real  terms,  an  unprece- 
dented rate  of  growth  in  peacetime,  saving  between  $15  and  20  billion 
during  the  Fiscal  Year  1983-85  period.   Such  modest  reductions  can 
be  made  without  in  any  way  endangering  or  jeopardizing  the  President's 
commitment  to  modernize  our  defense  forces. 
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Slower  Growth  Instead  of  Cuta  in   Entl^tlferoent  Spending >   The  budget 
proposes  further  reductions  in  entitlement  programs,  projecting  cuts 
of  SS, X  billion  in  the  meaicare,  medicaid,  food  stamps,  and  W^DC 
programs,   NLC  believes  that  these  additional  cuts  would  place  too 
heavy  a  burden  on  poor  and  workirg  poor  families.   Programs  which 
provide  assiatance  to  the  poor,  whether  they  are  elderly,  children, 
the  disabled,  or  the  long-term  unemployed,  should  not  bear  a  dis- 
proportionate share  of  funding  reductions    Furthermore,  such  cuts 
should  not  create  disincentives  to  work  or  impose  new  fiscal  burdens 
on  state  and  local  governments   Instead  we  urge  a  temporary  re- 
duction in  cost-of-living  adjustments  for  all  entitlement  programs 
indexed  to  the  Consu:ner  Price  Index   through  legislation  providing 
for  a  75  percent  of  CPI  adjustment  for  such  programs  during  Fiscal 
Years  1983-1985. 

Huaan  Capital  Investment  Program.   A  human  capital  investment  pro- 
gram must  be  established  as  part  of  a  strong  national  employment 
policy  to  develop  the  human  capital  potential  of  our  Nation.   Such 
a  program  should  include  employment  training  to  address  the  re- 
medial, job  entry,  job  retraining,  and  displaced  worker  training 
needs  of  our  people*   The  private  sector,  including  both  business 
and  labor,  must  be  direct  partners  in  this  effort.   The  Federal 
Government  should  provide  effective  incentives  for  the  orivate 
sector  to  invest  in  efforts  to  address  these  training  needs.   Local 
governments  are  committed  to  fulfilling  their  responsibilities 
in  this  partnership. 

Adoption  of  all  of  these  policies  relating  to  the  economy  would 
restore  needed  confidence  in  our  economic  policies  by  reducing 
budget  deficits  during  Fiscal  Years  1983-1985,  thus  permitting 
monetary  policy  to  support  and  facilitate  the  Nation's  economic 
recovery. 

The  judge t  for  Prograins  Affecting  Cities 

Federal  aid  to  states  and  localities  continues  to  decline  sharply. 
If  the  President's  FY  1983  budget  is  approved,  federal  grants  will 
decline  from  S105  S  billion  in  FY  1981  to  $65.2  billion  in  FY 
1982   A  large  portion  of  this  deep  cut  will  be  in  programs  that 
directly  benefit  cities  and  their  residents.   We  believe  that 
states  and  localities  are  bearing  an  unfair  share  of  the  burden 
of  restraint  in  federal  spending,  and  call  for  a  moratorium  on 
further  cuts  in  state  and  local  programs. 

SLC  commends  the  President  for  proposing  to  fund  Key  urban  programs  - 
general  revenue  sharing,  community  development  blocH  grants  and 
UDAG  mass  transit  capital  grants,  and  wastewater  treatment  con- 
struction grants  -*  at  current  FY  1982  levels.   Depsite  extremely 
difficult  budget  problems,  the  Administration  has  demonstrated  an 
understanding  of  and  commitment  to  the  important  services  provided 
under  these  programs. 

We  are  greatly  concerned,  however,  over  cuts  proposed  in  other  pro- 
grams that  directly  affect  those  who  can  least  afford  reductions 
in  services,  and  that  are  essential  prerequisites  for  sustained 
economic  growth: 
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•  in  housing   £or  those  o£  low  and  moderate  income  assisted 
by  HUD*s   section  8  and  public  housing  programs, 

•  in  "lass   transit  operating  assistance  which  provides  links 
to  jobs    and   services   particularly    for  those  who  do  not 
or  cannot  operate    automobiles , 

•  in  highway  assistance   for  cities  which  is  critical  for 
the  development  and  maintenance  of  the  infrastructure 
upon  which  the  Nation's  economic  recovery  depends* 

•  in  CETA  e mp 1 Qyjfte n  t_  t rs i  n  i  n g  £rog  r sms    for   the  unemployed 
and  un de re mp 1 □ y e 3  who   need   train i n g   in   basic  skills  and 
retraining   for  better   job  opportunities;    employment 
training   programs    should  be    funded  at   not   leas   than 
HTurrent    l&vel&   and    funds   Should  be  allocated  to  anita 
of  general  purpose  local  government  through  a  national 
formula, 

•  in   loy   income  energy   aaaiatance  which  helps   the  poor 
cop«  with  extraordinary   increases   in  heating  and  cooling 
costs,    and 

•  in  social  services  prc^grama,    including  programs  serving 

r e f ugee s*   wli i ch  p ro v i de  a  w Ide   range  of  important  services 
for  the  neediest   in  our  communities. 

NLC  is  particularly  concerned  over  the  budget's  treatment  of  environ- 
mental protection  activities  and    the   development  of   energy    resouoea. 
The  statutory   frameworl^   for  environmental   protection    requires   an 
effective   SPA  for  research  and  development,    national  standard-set- 
ting,  and  enforcement  activities.      EPA*s   responsibilities   in   these 
areas   are  growing?    yet  it  continues  to   fall   behind   in  meeting 
statutory   deadlines   for  standard-setting   and   in  its  enforcement  re- 
sponsibilities.     States  and  cities    lacJt    the    resources  to   take  over 
these   responsibilities.      Therefore,   EPA  funding  in  FY  1983  should 
not  be  cut  below  FY   1942  levels. 

We  also  believe  that  there  must  be  a  more  balanced  approach  to 
meeting   the  Nation's  energy  needs  at  the   lowest  coat  to  consumers 
and  businesses        The  budget  proposes  £harp  cuts   in  programs  and 
business  tax  credits   for  conservation  and  renewable  energy  sources, 
while   proposing    Increases   or  only  modest   reductions    in  oonmercial 
nuclear  developnent   and  oil  and  ^as  development*      Since  conserva- 
tion and  renewable  energy  sources  represent  coot-effective 
approaches  to  solving  our  energy  problems^    NLC  urges  congress  to 
continue  funding   for  programs  in   these  areas  at  FY   19 S 2   levels* 

We  urge  the  Congress  to  maintain  funding  for  all  of  these  inpor- 
tant  services  and  activities  at  FY  1982  levels. 

The  New  Federalism 

The  National  League  of  Cities  believes  that  the  President's  pro- 
posal to  restructure  the  federal  system  is  a  bold  and  significant 
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initiative,  the  most  far-reaching  alteration  o£  federal  and  state 
relationghips  since  the  New  Deal.   KLC  plana  to  work  with  the 
Administtation  and  the  Congress  in  43raftin^  specific  propoaals. 
To  facilitate  discussion,  NLC  urges  the  Administration  and  the 
Congress  to  consider  the  FY  1983  budget  as  separate  and  apart  from 
consideration  of  the  fr2une%rork  of  the  New  Federalism  proposal. 

For  local  govermnents  this  proposal  entails  both  important  bene- 
fits and  serious  risks.   The  benefits  include  a  reasonable  tran> 
sition  period  which  provides  time  for  needed  adjustntents;  guaran- 
teed "pass  throughs"  of  funds  for  direct  federal* local  programs 
for  a  specified  period;  and  certainty  of  funding  for  major  urban 
prog rams f  such  as  general  revenue  sharing  and  community  develop- 
ment block  grants,  again  for  a  specified  period 

At  the  seune  time,  local  governments  could  be  subject  to  substan- 
tial risks  during  the  latter  half  of  the  transition  period  and 
beyond.   These  risks  involve  primarily  the  treatment  of  local 
program  needs  by  states  after  the  Initial  guaranteed  "pass  through" 
period.   We  ask  the  Adminiotratiion  to  actively  consider  the 
following  questions  which  express  municipal  concerns.   To  what 
extent  will  states  abandon  local  programs  as  a  result  of  their 
own  eicpanding  state  responsibilltiesT  Arid  to  what  extent  will 
equitable  state-local  distribution  formulas  be  developed  after 
the  termination  of  the  federal  programs  to  be  turned  back? 

The  proposal  raises  many  other  Important  ^^uestions;   does  it  esta- 
blish a  proper  division  of  governipental  responsibilities  in  the 
area  of  income  maintenance?   should  the  Federal  Government  retain 
residual  or  shared  responsibility  in  any  of  the  progtatns  being 
turned  back?   if  state  tax  effort  is  to  be  relied  on  to  finance 
certain  program  areas,  should  the  proposal  not  address  the  problem 
of  fiscal  disparities  ainong  the  states?   should  there  be  a  re- 
quirement that  states  maintain  a  certain  level  of  effort  in  key 
program  areas?   if,  as  may  be  inevitable,  states  will  tend  to 
deal  with  their  own  expanding  responsibilities  in  the  later  years 
of  the  transition  period,  should  not  states  be  required  to 
strengthen  local  tax  and  fiscal  capacity  to  sustain  an  adequate 
and  appropriate  level  of  servicer?   to  what  extent  will  the  pro- 
posals merely  substitute  state  bureaucracy  for  federal  bureaucracy? 

Same  of  these  questions  will  be  answered  during  the  development 
at   impleiDSnting  legislation  being  prepared  by  the  Administration; 
others  by  alternative  proposals  such  as  that  recently  recommended 
by  Senator  David  [Xirenberger  of  Minnesota^   It  is  clear  that  a 
full  and  vigorous  discussion  of  all  alternatives  will  be  undertaken 
before  a  consensus  can  be  reached. 

NLC  is  working  with  the  Administration  on  issues  of  concern  to 
cities  raised  by  the  President's  federalism  proposal.   After  con- 
sideration by  our  policy  committees   this  Board  will  analyze  the 
President  s  proposal  review  and  consider  alternative  proposals, 
and  develop  specific  recommendations  in  this  area  at  a  special 
meeting  to  be  held  this  spring. 
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Non-Budget  Priorities 

NLC  urges  reauthorization,  of  the  following  major  programs  and 
activities  that  expire  in  1982: 

•  the  Comprehensive  Training  and  Employment  Act:   retaining 
the  existing  prime  sponsor  system,  with  full  participa- 
tion of  local  elected  officials,  rather  than  the  Admini- 
stration's proposed  block  grant  to  states;  increasing 
involvement  of  the  private  sector  in  pzt)viding  training 
and  determining  jobs  for  which  training  is  to  be  avail- 
able; and  maintaining  current  eligiblity  criteria  for 
training  participants; 

•  the  Voting  Rights  Act,  as  passed  by  the  House  of  Repre- 
sentatives:  extension  for  10  years  to  insure  elimina- 
tion of  governmental  practices  that  have  the  effect  of 
denying  fundamental  voting  rights; 

•  the  Clean  Air  Act:   retaining  essential  provisions  for 
protection  of  human  health  and  all  deadlines,  sanctions, 
and  emission  contzt)l  requirements; 

•  the  Clean  Water  and  Safe  Drinking  Water  Acts:   including 
establishing  a  groundwater  protection  strategy  and  new 
programs,  such  as  a  water  bank  to  finance  activities  to 
protect  and  increase  water  supply; 

•  the  Surface  Transportation  Act  of  1978,  providing  aid 
for  highways  and  mass  transit  programs,  and  the  Airport 
Development  Assistance  Program  for  cities  of  all  sizes, 
including  consideration  of  higher  aviation  user  fees; 
and 

•  the  Public  Works  and  Economic  Development  Act  of  1965, 
providing  economic  development  assistance  to  localities 
with  high  unemployment. 

NLC  urges  enactment  of  effective  fair  housing  enforcement  amendments, 
an  urban  enterprise  zone  program,  and  support  for  technological 
innovation  to  improve  productivity;  and  opposes  federal  laws  and 
regulations  that  preempt  state  and  local  authority  over  cable  ser- 
vices, hazardous  materials,  truck  sizes  and  weights,  and  airport 
noise.   In  addition,  we  urge  enactment  of  legislation  to  relieve 
municipalities  fzt)m  recent  judicial  decisions  expanding  municipal 
liability  and  subjecting  municipalities  to  the  anti-trust  laws; 
municipalities  should  be  specifically  exempted  from  anti-trust 
laws. 
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Ms.  Reynolds.  Although  the  administration  has  not  formally  in- 
troduced its  fiscal  year  1983  HUD  legislative  package,  the  Presi- 
dent's budget  request  for  HUD  programs  calls  for  dramatic 
changes  in  existing  Federal  housing  assistance.  Under  the  adminis- 
tration's plan,  there  would  be  no  new  funding  for  assisted  housing 
in  fiscal  year  1983.  It  assumes  the  recapture  of  funds  through  the 
cancellation  of  hundreds  of  thousands  of  commitments  for  new  or 
rehabilitated  housing  units  already  approved  under  the  section  8 
and  public  housing  programs.  In  addition,  $9.4  billion  in  housing 
funds  appropriated  for  fiscal  year  1982  would  be  rescinded. 

The  National  League  of  Cities  strongly  opposes  the  severe  budget 
reductions  proposed  for  the  housing  programs  aimed  at  low-  and 
moderate-income  families.  While  extreme  budgetary  pressures  re- 
quire a  close  examination  of  the  assisted  housing  programs,  NLC 
believes  that  the  administration's  approach  would  have  a  devastat- 
ing impact  on  the  ability  of  many  low-income  families  to  find  or 
retain  adequate  shelter. 

We  commend  Chairman  Gonzalez  and  the  other  members  of  the 
subcommittee  for  their  positive  leadership  in  offering  an  alterna- 
tive to  the  administration's  housing  proposals.  The  availability  of 
decent,  affordable  rental  housing  has  reached  crisis  proportions  in 
nearly  every  locality.  The  shortage  results  from  an  insufficient 
number  of  new  units  being  built  and  from  low  rental  vacancy 
rates,  which  are  aggravated  by  continuing  losses  from  the  existing 
stock  due  to  abandonment  and  the  continuing  conversion  of  rental 
units  to  condominiums.  The  situation  has  reached  the  point  where 
few  if  any,  nonsubsidized  multifamily  housing  units  are  being  con- 
structed today. 

Overall,  we  believe  that  your  omnibus  housing  initiative  address- 
es many  of  the  critical  problems  affecting  the  rental  housing 
market.  There  are,  however,  a  number  of  concerns  about  the  pro- 
posal upon  which  we  would  like  to  comment. 

We  are  aware  that  the  high  cost  and  long-term  budgetary  impli- 
cations of  the  section  8  new  construction  program  has  made  its  con- 
tinuation politically  impractical.  We  believe  that  your  multifamily 
production  proposal  is  an  important  first  step  in  exploring  ways  to 
reduce  housing  costs  and  to  adequately  house  as  many  people  as 
possible  with  the  limited  funds  available. 

We  support  the  provisions  of  the  bill  targeting  Federal  assistance 
to  areas  with  severe  rental  shortages  and  the  greatest  need.  In  ad- 
dition, the  ability  of  States  and  local  governments  to  choose  from  a 
flexible  package  of  assistance  tools,  including  capital  grants,  loans, 
interest  reduction  payments,  and  grants  for  land  purchase,  is  an 
important  feature. 

However,  we  are  very  concerned  that  this  proposal  provides  that 
only  20  percent  of  the  units  in  a  project  would  be  rented  to  families 
with  incomes  below  80  percent  of  median.  NLC  policy  states  that 
direct  assistance  should  not  be  made  to  the  middle  income  at  the 
expense  of  low-  and  moderate-income  citizens.  However,  we  recog- 
nize that  these  are  extraordinary  times,  both  for  the  housing 
market  and  the  demands  on  Federal  funds.  We  believe  much  more 
can  be  accomplished  for  low-  and  moderate-income  families  even 
with  today's  severe  budgetary  pressures. 
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While  the  affordability  of  housing  has  become  a  problem  further 
and  further  up  the  income  scale,  the  greatest  need  remains  among 
our  low-  and  moderate-income  citizens.  We  would  therefore  urge 
the  committee  to  reexamine  this  provision  and  consider  the  follow- 
ing alternatives:  At  least  30-40  percent  of  the  units  in  a  project 
should  be  set  aside  for  low-income  families;  additionally,  those  proj- 
ects that  exceed  this  percentage  or  lengthen  their  commitment  to 
low-income  citizens  should  be  given  a  priority  for  project  approvals. 

We  believe  that  by  more  tightly  targeting  the  program  we  can 
achieve  the  dual  objectives  of  providing  housing  assistance  for 
those  most  in  need  and  increasing  the  overall  supply  of  new  rental 
units. 

NLC  supports  the  continuation  of  the  section  8  existing  program. 
The  administration  has  proposed  a  voucher  or  modified  section  8 
existing  program.  Although  a  complete  analysis  must  await  release 
of  HUD's  legislative  proposal,  the  administration's  budget  proposal 
raises  numerous  questions  about  the  adequacy  of  the  assistance 
payments  in  terms  of  the  amount  and  duration  of  assistance. 
Under  the  administration's  plan,  the  value  of  food  stamps  would  be 
included  in  determining  tenant  income;  there  would  be  an  average 
of  $2,000  rather  than  the  current,  $3,600  annually  per  unit;  and  the 
limitation  or  annual  increases  in  rent  would  be  increased  from  10 
percent  to  20  percent.  We  believe  these  proposals  could  seriously 
reduce  the  worth  of  the  modiHed  certificates  to  low-income  fami- 
lies. 

NLC  supports  the  committee's  proposal  to  maintain  the  existing 
level  of  new  public  housing  construction  at  approximately  20,000 
units  and  the  authorization  of  $1.6  billion  for  public  housing  oper- 
ating subsidies  and  at  least  $1.7  billion  for  public  housing  modern- 
ization. This  level  of  funding  will  insure  the  Federal  Government's 
commitment  to  a  balanced  program  of  construction  and  conserva- 
tion of  our  investment  in  the  existing  stock  of  public  housing  for 
our  lowest  income  citizens. 

We  strongly  support  the  continuation  of  the  GNMA  tandem  pro- 
gram at  the  proposed  level  of  $1.9  billion.  We  believe  this  level  of 
authority  will  insure  that  those  projects  currently  in  the  "pipeline" 
will  continue  to  receive  tandem  assistance  during  this  period  of 
high  interest  rates. 

Although  the  communitv  development  block  grant  and  UDAG 
programs  are  authorized  through  fiscal  year  1983,  we  are  pleased 
by  the  committee's  reaffirmation  of  its  commitment  to  maintain 
these  programs  at  the  currently  authorized  levels  of  $3.66  billion 
and  $500  million  respectively.  In  addition,  we  strongly  support  the 
authorization  of  the  section  108  loan  guarantee  program  at  $225 
million  for  fiscal  year  1983.  As  you  know,  the  administration  has 
proposed  a  rescission  of  $125  million  in  fiscal  year  1982  authority 
and  elimination  of  this  program  in  fiscal  vear  1983.  The  section  108 
program  has  proved  to  be  an  increasingly  important  development 
tool  which  permits  entitlement  communities  to  finance  major  capi- 
tal improvements  by  pledging  their  CDBG  funds  as  security  against 
HUD  loan  guarantees. 

Another  important  component  of  local  community  revitalization 
efforts  is  the  section  312  rehabilitation  loan  program,  which  has 
served  a  full  range  of  local  rehabilitation  needs,  including  single 
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family  and  multifamily  structures.  The  administration  proposes  to 
end  this  program  in  the  fiscal  year  1983  which  currently  operates 
with  repayments  from  prior  obligations.  NLC  supports  the  provi- 
sion of  $69  million  in  fiscal  year  1983  to  continue  the  section  312 
program,  which  has  made  an  important  contribution  to  the  overall 
community  development  strategies  of  local  governments. 

Mr.  Chairman  and  members  of  the  subcommittee,  we  appreciate 
the  opportunity  to  appear  before  you  and  present  the  views  of  the 
National  League  of  Cities. 

Thank  you. 

[Ms.  Reynolds'  prepared  statement,  on  behalf  of  the  National 
League  of  Cities,  and  a  resolution  passed  by  the  Denver  City  Coun- 
cil supporting  the  housing  policy  of  the  National  Association  of 
Housing  and  Redevelopment  Officials  allowing  public  housing  au- 
thorities to  establish  a  flexible  rent  structure,  follow:] 
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STATEMENT 

OF 

CATHY  REYNOLDS,  COUNCIL  MEMBER,  DENVER,  COLORADO 

FOR  THE 

NATIONAL  LEAGUE  OP  CITIES 

MARCH  17,  1982 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  Cathy 
Reynolds,  Council  Member  of  Denver,  Colorado.   I  serve  as 
chairman  of  the  Community  and  Economic  Development  Policy 
Committee  of  the  National  League  of  Cities  (NLCl . 

NLC,  as  you  know  represents  over  15,000  municipalities 
through  our  network  of  state  municipal  leagues  and  nearly 
1,000  direct  member  cities.   I  am   pleased  to  be  here  today  to 
express  our  views  on  H.R.  5731,  the  Housing  and  Community 
Development  Amendments  of  1982. 

If  I  may,  Mr.  Chairman,  I  would  like  to  submit  for  the 
record  the  National  League  of  Cities'  Priorities  for  1982, 
adopted  recently  by  our  Board  of  Directors. 

Although  the  Administration  has  not  formally  introduced 
its  FY  1983  HUD  legislative  package,  the  President's  budget 
request  for  HUD  progr€uns  calls  for  drcunatic  changes  in 
existing  federal  housing  assistance.   Under  the  Administration' 
plan,  there  would  be  no  new  funding  for  assisted  housing  in 
FY  1983.   It  assumes  the  recapture  of  funds  through  the 
cancellation  of  hundreds  of  thousands  of  commitments  for  new 
or  rehabilitated  housing  units  already  approved  under  the 
Section  8  and  public  housing  programs.   In  addition,  $9.4 
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billion  in  housing  funds  appropriated  for  FY  1982  would  be 
rescinded. 

NLC  strongly  opposes  the  severe  budget  reductions 
proposed  for  the  housing  progrcuns  aimed  at  low-  and  moderate- 
income  families.   While  extreme  budgetary  pressures  require  a 
close  examination  of  the  assisted  housing  progrcuns,  NLC 
believes  that  the  Administration's  approach  would  have  a 
devastating  impact  on  the  ability  of  many  low- income  families 
to  find  or  retain  adequate  shelter. 

We  commend  Chairman  Gonzalez  and  the  other  members  of  the 
Committee  for  their  positive  leadership  in  offering  an 
alternative  to  the  Administration's  housing  proposals.   The 
availability  of  decent,  affordable  rental  housing  has  reached 
crisis  proportions  in  nearly  every  locality.   The  shortage 
results  from  an  insufficient  nximber  of  new  units  being  built 
and  from  low  rental  vacancy  rates,  which  are  aggravated  by 
continuing  losses  from  the  existing  stock  due  to  abandonment 
and  the  continuing  conversion  of  rental  units  to  condominiums. 
The  situation  has  reached  the  point  where  few  if  any,  non- 
subsidized  multifamily  housing  units  are  being  constructed 
today . 

Overall,  we  believe  that  your  omnibus  housing  initiative 
addresses  many  of  the  critical  problems  affecting  the  rental 
housing  market.   There  are,  however,  a  number  of  concerns 
about  the  proposal  upon  which  we  would  like  to  comment. 
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HOUSING  ASSISTANCE 


We  are  aware  that  the  high  cost  and  long- term  budgetary 
implications  of  the  section  8  new  construction  program  has 
made  its  continuation  politically  impractical.   We  believe 
that  your  roultifaroily  production  proposal  is  an  important 
first  step  in  exploring  ways  to  reduce  housing  costs  and  to 
adequately  house  as  many  people  as  possible  with  the  limited 
funds  available. 

We  support  the  provisions  of  the  bill  targeting  federal 
assistance  to  areas  with  severe  rental  shortages  and  the 
greatest  need.   In  addition,  the  ability  of  states  and  local 
governments  to  choose  from  a  flexible  package  of  assistance 
tools,  including  capital  grants,  loans,  interest  reduction 
payments,  and  grants  for  land  purchase,  is  an  important 
feature. 

However,  we  are  very  concerned  that  this  proposal 
provides  that  only  20  percent  of  the  units  in  a  project  would 
be  rented  to  families  with  incomes  below  80  percent  of  median. 
NLC  policy  believes  that  direct  assistance  should  not  be  made 
to  the  middle  income  at  the  expense  of  low  and  moderate 
income  citizens.   However,  we  recognize  that  these  are 
extraordinary  times,  both  for  the  housing  market  and  the 
demands  on  federal  funds.   We  believe  much  more  can  be 
accomplished  for  low-  and  moderate- income  fcunilies  even  with 
today's  severe  budgetary  pressures. 

While  the  affocdability  of  housing  has  become  a  problem 
further  and  further  up  the  income  scale,  the  greatest  need 
remains  among  our  low-  and  moderate-income  citizens.   We  would 
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therefore  urge  the  conunittee  to  rexamine  this  provision  and 
consider  the  following  alternatives:   at  least  3Q^a  percent 
of  the  units  in  a  project  should  be  set-aside  for  low  income 
fcunilies;  additionally,  those  projects  that  exceed  this 
percentage  or  lengthen  their  commitment  to  low-income  citizens 
should  be  given  a  priority  for  project  approvals. 

We  believe  that  by  more  tightly  targeting  the  program  we 
can  achieve  the  dual  objectives  of  providing  housing  assiat- 
ance  for  those  most  in  need  and  increasing  the  overall  supply 
of  new  rental  units. 

NLC  supports  the  continuation  of  the  Section  8  existing 
progreuD.   The  Administration  has  proposed  a  voucher  or 
modified  Section  8  existing  progrcun.   Although  a  complete 
analysis  must  await  release  of  HUD*s  legislative  proposal,  the 
Administration's  budget  proposal  raises  numerous  questions 
about  the  adequacy  of  the  assistance  payments  in  terms  of  the 
amount  and  duration  of  assistance.   Under  the  Administration's 
plan,  the  value  of  food  stcunps  would  be  included  in  determining 
tenant  income;  there  would  be  an  average  of  $2,000  annually 
per  unit;  and  the  limitation  on  annual  increases  in  rent  would 
be  increased  from  the  current  10  percent  to  20  percent.   We 
believe  these  proposals  could  seriously  reduce  the  worth  of 
the  modified  certificates  to  low- income  families. 

NLC  supports  the  Committee's  proposal  to  maintain  the 
existing  level  of  new  public  housing  construction  at  approxi- 
mately 2Q,0QQ  units  and  the  authorization  of  $1.6  billion  for 
public  housing  operating  subsidies  and  at  least  $1.7  billion 
for  public  housing  modernization.   This  level  of  funding  will 
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ensure  the  Federal  Government's  commitment  to  a  balanced 
program  of  construction  and  conservation  o£  our  investment  in 
the  existing  stock  of  public  housing  for  our  lo%rest  income 
citizens. 

We  strongly  support  the  continuation  of  the  GNMA  tandem 
progrcun  at  the  proposed  level  of  $1.9  billion.  We  believe 
this  level  of  authority  will  ensure  that  those  projects 
currently  in  the  "pipeline"  will  continue  to  receive  tandem 
assistance  during  this  period  of  high  interest  rates. 
COMMUNITY  DEVELOPMENT 

Although  the  Community  Development  Block  Grant  and  UDAG 
progr€uns  are  authorized  through  fiscal  year  1983,  we  are 
pleased  by  the  Committee's  reaffirmation  of  its  commitment  to 
maintain  these  progreuns  at  the  currently  authorized  levels  of 
$3.66  billion  and  $500  million  respectively.   In  addition,  we 
strongly  support  the  authorization  of  the  Section  108  loan 
guarantee  progrcun  at  $225  million  for  fiscal  year  1983.  As 
you  know,  the  Administration  has  proposed  a  rescission  of  $125 
million  in  FY  1982  authority  and  elimination  of  this  program 
in  FY  1983.   The  section  108  progreun  has  proved  to  be  an 
increasingly  important  development  took  which  permits  entitle- 
ment communities  to  finance  major  capital  inprovements  by 
pledging  their  CDBG  funds  as  security  against  HUD  loan 
guarantees. 

Another  important  component  of  local  community  revitalisa- 
tion  efforts  is  the  Section  312  rehabilitation  loan  program, 
which,  has  served  a  full  range  of  local  rehabilitation  needs, 
including  single  family  and  multifamily  structures.  The 
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Administration  proposes  to  end  this  program  in  FY  1983  which 
currently  operates  with  repayments  from  prior  obligations. 
NLC  supports  the  provision  of  $69  million  in  FY  1983  to 
continue  the  Section  312  program,  which  has  made  an  important 
contribution  to  the  overall  coimunity  development  strategies 
of  local  governments. 

Mr.  Chairman  and  members  of  the  Committee,  we  appreciate 
the  opportunity  to  appear  before  you  and  present  the  views  of 
the  National  League  of  Cities. 
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BY  Ain  -ORITY 

RESOLUTION  NO.  77  INTRODUCED  BY__ 

SERIES  OF  1982  Reynolds  and  Swala 

A  RESOLUTION 

SUPPORTING  THE  HOUSING  POLICY  OF  THE  NATIONAL 
ASSOCIATION  OF  HOUSING  AND  REDEVELOPMENT  OFFICIALS 
(NAHRO)  ALLOWING  PUBLIC  HOUSING  AUTHORITIES  TO 
ESTABLISH  A  FLEXIBLE  RENT  STRUCTURE. 

WHEREAS,  the  Housing  Authority  of  the  City  and  County  of  Denver 
is  required  to  establish  a  tenant-rent  structure  pursxiant  to  State 
and  Federal  laws;  and 

WHEREAS,  from  1937  to  1971,  the  Housing  Authority  complied  with 
State  law  which  has  allowed  the  ^--^ -^ki  ^  ^hm^r^r  of  flat  rents  for 
tenants  receiving  public  acslstance;  the  rent  for  public  assistance 
equaled  monthly  operating  costs  and  therefore  the  Authority  required 
no  federally  assisted  operating  subsidy;  and 

^VHEREAS.  in  1970  and  1971  CongresB  passed  the  Brooke  Aaendments 
to  the  Fpileral  Housing  Statutes  which  established  a  naximum  rent- 
to-incoroe  ratio  not  to  exceed  25X  of  cfcch  tenant '  s  adjusted  income; 
the  implementation  of  the  Brooke  AmendineTitE  necessitated  an  annual 
operating  subsidy  from  the  Department  of  Housing  and  Urban  Develop- 
ment and  prohibited  the  Housing  Authority  from  increasing  its  rental 
income ;  and 

WHEREAS,  since  1980  the  Congressional  appropriations  of  operating 
subsidy  have  not  been  sufficient  to  fully  subsidize  the  Housing 
Authority; 

BE  IT  RESOLVED  BY  THE  COUNCIL  OF  THE  CITY  AND  COUNTY  OF  DENVER: 

Section  1.   That  the  City  Council  of  the  City  and  County  of 
Denver  a<)vocate  the  repeal  of  the  Brooke  Amendments. 

Section  2.   That  the  Cl'ty  Council  support  the  housing  policy' 
of  the  National  Association  of  Housing  and  Redevelopment  Officials 
(NAHRO)  which  will  allow  local  public  housing  authorities  to  establish 
a  flexible  rent  structure  which  will  decrease  the  dependency  of 
bousing  authorities  on  federal  operating  subsidies  and  allov  the 
eEtabllshmenc  of  flat  rents  and  return  local  decision  making  to  the • 
local  Authority's  Board  of  ConfDies loners. 

Section  3.   That  the  Clerk  of  the  City  and  County  of  Denver 
forward  a  copy  of  this  Resolution  to  the  Colorado  Congressional 
delegation  and  appropriate  Congressional  coranittees,  and  attest  and 
affix  the  Seal  of  the  City  and  County  of  Denver  to  this  resolution. 

PASSED  BY  THE  COUNCIL       )^ fl/^Aj^JiJ     /ST 1982 

I^yz4^i.^w^^  /^A^^A-  -^Pr»«ident 

Mayor     ^VmhCh     ^%    (^^^ 

Clerk  and  Recorder, 
£9i-0fflcio  aerk  of  the 
City  end  Couity  cf  Denv«r 
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Chairman  Gonzalez.  Thank  you,  very  much,  Ms.  Reynolds.  We 
deeply  appreciate  it.  And  to  clarify  the  record,  I  do  not  want  to 
appear  to  be  defiant  to  the  rules,  especially  to  the  Democratic 
party,  but  we  did  not  know  at  the  time  that  the  commitments  were 
made  for  your  appearance,  and  you  were  making  arrangements  to 
accept  and  come  all  of  the  way  over  here,  that  a  meeting  of  the 
caucus  was  to  be  called. 

This  is  not  the  regular  meeting  of  the  caucus,  so  for  that  reason, 
we  are  continuing.  We  certainly  did  not  feel  it  would  be  right  to 
cause  you  to  turn  back  and  not  appear  this  morning. 

Well,  we  next  recognize  Ms.  Keeton,  and  as  I  understand  it,  you 
are  representing  the  counties. 

STATEMENT  OF  HON.  RUTH  KEETON,  COUNCILWOMAN.  HOWARD 
COUNTY,  MD.,  ON  BEHALF  OF  THE  NATIONAL  ASSOCIATION  OF 
COUNTIES 

Ms.  Keeton.  Thank  you.  Mr.  Chairman,  Mr.  Stanton,  Ms.  Rou- 
kema,  on  behalf  of  the  National  Association  of  Counties,  let  me 
thank  you  for  inviting  our  testimony  before  this  subcommittee  on 
H.R.  5731,  the  Housing  and  Community  Development  Amendments 
of  1982. 

I  am  Ruth  Keeton,  a  member  of  the  county  council  in  Howard 
County,  Md.,  and  I  also  chair  the  Governor's  Housing  Task  Force, 
created  by  the  State  legislature  in  Maryland  last  year,  with  the 
charge  to  assess  the  need  to  evaluate  the  adequacy  of  existing  pro- 
grams. 

And  out  of  that  experience  I  can  tell  you  that  counties  through- 
out the  State  of  Maryland,  have  utilized  well  the  resources  that  are 
available.  But  the  needs  of  people  that  remain,  are  backing  up  and 
are  far  from  met. 

I  support  your  statement  that  what  is  proposed  in  the  budget 
allows  for  far  less  than  what  the  Nation,  and  what  our  people 
really  need. 

Mr.  Chairman,  NACO  is  aware  of,  keenly  aware  of  the  current 
budget  situation  and  the  need  to  restrain  Federal  spending.  Howev- 
er, as  you  know,  in  fiscal  year  1982,  State  and  local  government 
progams  which  represent  approximately  14  percent  of  the  total 
Federal  budget,  absorbed  66  percent  of  the  cuts  proposed  by  the 
President  and  adopted  by  Congress. 

While  the  full  impact  of  these  cuts,  including  cuts  in  programs 
under  this  committee's  jurisdiction,  have  not  been  totally  realized, 
there  is  now  a  pervasive  feeling  among  county  governments,  that 
all  of  the  fat,  if  there  was  fat,  has  been  eliminated,  the  fiscal  year 
1982  Federal  budget  cuts  have  forced  many  counties  to  reduce  em- 
ployment, cut  back  on  service  hours,  and  services,  and  postpone 
badly  needed  investments,  in  infrastructure  repairs. 

Many  counties  have  had  to  raise  property  or  sales  taxes,  an 
action  viewed  most  unfavorably  by  citizens,  as  you  can  imagine. 
Further  reductions  in  county  revenues  would  seriously  and  nega- 
tively impact  on  the  ability  of  counties  to  provide  basic  and  vital 
services  to  our  citizens. 

We  recently,  as  a  county  council,  asked  community  agencies  and 
members  of  the  community  to  share  with  us  the  impact  on  people. 
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whom  we  are  responsible  for,  about  these  cuts.  And  it  was  an  eve- 
ning of  testimony  repeatedly  demonstrating  that  there  are  people 
who  are  not  going  to  be  full  members  in  our  community  unless 
there  is  a  way  to  continue  many  of  these  programs. 

Thus,  it  was  a  great  disappointment  for  NACO  and  its  members 
to  learn  that  the  administration's  fiscal  year  1983  budget  would  cut 
even  further  into  the  Federal  programs  which  counties  rely  on  to 
provide  for  the  needs  of  their  citizens. 

As  a  consequence,  the  board  of  directors  of  the  National  Associ- 
ation of  Counties,  on  February  21,  1982,  adopted  a  resolution 
urging  Congress  to  impose  a  moratorium  on  budget  reductions  in 
F^eral  domestic  programs  for  fiscal  year  1983. 

Mr.  Chairman,  although  the  issue  is  not  directly  before  the  sub- 
committee, we  want  you  to  know  of  our  support  for  congressional 
appropriation  of  the  full  $3.7  billion  for  community  development 
block  grants  and  $500  million  for  urban  development  action  grants 
for  fiscal  year  1983.  If  the  community  development  and  UDAG  pro- 
grams are  going  to  continue  to  be  the  basic  building  blocks  of  com- 
munities, enabling  them  to  meet  low-income  people  s  needs,  to  pro- 
vide communities  that  they  can  live  in  as  real  people,  it  is  impera- 
tive that  they  be  funded  at  their  fully  authorized  amount. 

NACO  is  concerned  about  the  administration's  budget  and  au- 
thorization request  for  low-income  housing  assistance.  As  you  know 
it  proposes,  in  fiscal  year  1982,  a  $9.4  billion  rescission  as  well  as 
another  $10.4  billion  recapture  of  funds  appropriated  for  section  8 
and  public  housing  in  prior  years. 

NACO  strongly  opposes  these  proposals.  We  have  worked  very 
hard  to  find  appropriate  projects  to  implement  with  those  re- 
sources and  have  been  appalled  that  they  are  now  in  jeopardy.  In 
our  own  county  we  had  four  new  construction  projects  in  the 
tandem  raffie  this  week,  one  of  which  has  survived.  And  we  are  all 
searching  for  ways  not  to  lose  that  modest  funding  to  meet  the 
needs  of  our  community  for  assisted  housing. 

The  budget  request  for  fiscal  year  1983  would  essentially  end 
low-income  housing  construction,  except  for  10,000  units  under  sec- 
tion 202  elderly  housing  program.  It  would  also  modify  the  section 
8  existing  housing  program,  replacing  it  with  a  voucher  t3rpe  pro- 
gram, under  which  tenants'  incomes  would  rise  and  you  have 
heard  the  implications  of  this  already,  from  the  cities.  However, 
one  element  of  the  administration's  proposed  modification,  which 
we  think  has  merit,  is  that  which  provides  an  incentive  for  tenants 
to  shop  for  cheaper  but  standard  housing,  allowing  them  to  retain 
the  difference. 

We  would  urge  that  this  subcommittee  adopt  this  provision  as  a 
modification  to  the  existing  section  8  program.  It  will  not  work  in 
all  communities,  but  where  it  does,  it  can  be  an  incentive  to  those 
families. 

NACO  is  pleased  to  see  that  H.R.  5731  would  continue  a  basic 
Federal  Government  commitment  to  housing  and  continue  the 
commitment  at  a  funding  level  equivalent  to  that  appropriated  by 
Congress  for  fiscal  year  1982. 
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We  are  also  pleased  to  see  that  the  basic  assisted  housing  pro- 
grams— public  housing,  section  8  existing,  a  multifamily  production 
and  rehabilitation  program  and  GNMA — are  continued.  In  rental 
housing,  in  my  part  of  Maryland,  95  percent  of  the  housing  in  the 
last  3  years  would  not  have  been  built  without  GNMA  or  some 
other  form  of  HUD  assistance.  We  are  talking  not  only  about 
people  who  need  assisted  housing,  but  the  vast  bulk  of  our  constitu- 
ents who  now  can  only  rent. 

But  it  is  essential  that  there  be  some  form  of  Federal  assistance 
for  the  construction  and  rehabilitation  of  housing  for  low-  and  mod- 
erate-income persons.  The  proposed  multi-family  production  pro- 
gram in  H.R.  5731  is  a  huge  step  in  that  direction. 

I  told  Chairman  Gonzalez,  as  I  greeted  him  earlier,  that  we  had 
been  despairing  because  of  the  complete  neglect  for  multi-family 
housing  until  this  proposal.  And  we  urge  this  committee  to  really 
give  it  strong  support,  by  use  of  short-term  Federal  assistance  to 
areas  of  housing  shortage,  and  providing  maximum  flexibility  to 
State  and  local  governments  as  to  its  use. 

The  bill  responds  favorably  to  the  criticisms  of  the  present  sec- 
tion 8  new  construction/substantial  rehabilitation  program.  We 
are,  however,  concerned,  and  we  join  Ms.  Reynolds  and  the  mayor, 
in  raising  the  same  consideration,  with  the  proposed  program  re- 
serving 20  percent  of  the  available  units  for  persons  whose  incomes 
are  below  80  percent  of  the  median.  We  will  not  begin  to  meet  the 
need  with  this  percentage  limitation. 

We  would  urge  the  subcommittee  to  consider  either  increasing 
this  percentage  or  impose  an  upper  limit  of  120  percent  of  median 
income  for  those  other  80  percent  of  the  units,  or  doing  a  mix  of 
both.  We  call  your  attention  to  the  fact  that  this  is  a  much  too 
modest  set-aside  for  the  people  whose  needs  will  not  be  met  other- 
wise. 

These  changes  will  help  insure  that  these  scarce  Federal  funds 
are  targeted  to  those  most  in  need.  In  addition,  since  the  bill  ex- 
tends section  202  elderly  housing  program,  we  recommend  that 
these  additional  units  be  heavily  oriented  toward  housing  low-  and 
moderate-income  families.  I  often  have  opportunities  to  go  into  the 
section  202  projects  that  are  in  our  counties  and  their  residents  are 
very  much  alive  and  grateful,  somewhat  panicky  for  fear  that  any- 
thing will  change  because  they  have  come  to  know  that  this  is  es- 
sential for  their  living  at  their  age. 

We  would  also  urge  that  the  subcommittee  consider  providing  a 
formula  entitlement  distribution  of  these  funds,  that  is,  block 
grants,  as  opposed  to  a  competitive  grant  program.  Such  a  distribu- 
tion system  could  make  funding  available  to  States  and  local  gov- 
ernments on  a  predictable  basis  and  as  a  companion  to  their  com- 
munity development  block  grant. 

It  takes  a  long  time  to  put  together  the  kinds  of  communities 
that  we  all  value,  and  when  we  know  that  we  can  rely  on  making 
housing  available  for  a  cross  section  of  people  in  those  communi- 
ties, we  can  then  do  the  other  kinds  of  things  that  go  to  support 
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those  houses  and  families.  The  predictability  c€  funding  by  a  block 
grant  would  enable  much  more  efTective  planning  and  it  is  ftilly 
consistent  with  the  idea  of  flexibility  which  the  chairman  stressed 
in  introducing  the  bill. 

In  summary,  committee  members,  we  salute  you  for  considera- 
tion of  these  matters  and  in  maintaining  the  Federal  commitment 
to  low-income  housing.  We  are  eager  to  join  with  you  in  convincing 
Congress  to  do  the  same. 

[Ms.  Keeton's  prepared  statement,  on  behalf  of  the  National  As- 
sociation of  Counties,  follows:] 


"^ 
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STATENENT  BY  THE  HONORABLE  RUTH  KEETON,  COUNTY  COUNCILUOMAN,  HOWARD  COUNTY, 
NfUIYLAND  ON  BEHALF  OF  THE  NATIONAL  ASSOCIATION  OF  COUNTIES,  BEFORE  THE 
HOUSE  SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT,  ON  H.R.  5731,  THE 
HOUSING  AND  COMMUNITY  DEVELOPMENT  AMENDMENTS  OF  1982,  MARCH  17.  1982. 


MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOmiHEE: 

ON  BEHALF  OF  THE  NATIONAL  ASSOCIATION  OF  COUNTIES  (NACo),*  LET  ME  THANK 
YOU  FOR  INVITING  OUR  TESTIMONY  BEFORE  THIS  SUBCOMMIHEE  ON  H.R.  5731,  "THE 
HOUSING  AND  C0M1UNITY  DEVELOPMENT  AMENDMENTS  OF  1982." 

I  AM  RUTH  KEETON,  COUNTY  COUNCILUOMAN,  HOUARO  COUNTY,  MARYLAND.  I  AM 
ALSO  CHAIR  OF  THE  GOVERNOR'S  HOUSING  TASK  FORCE  FOR  THE  STATE  OF  MARYLAND. 
UITH  ME  TODAY  IS  JOHN  MURPHY.  ASSOCIATE  DIRECTOR  OF  NACo  FOR  COMMUNITY  DEVaOPMENT. 

MR.  CHAIRMAN,  NACo  IS  KEENLY  AUARE  OF  THE  CURRENT  BUDGET  SITUATION  AND 
THE  NEED  TO  RESTRAIN  FEDERAL  SPENDING.  HOWEVER,  AS  YOU  KNOW,  IN  FY  '82  STATE 
AND  LOCAL  GOVERfMENT  PROGRAMS,  WHICH  REPRESENT  APPROXIMATaY  14X  OF  THE  TOTAL 
FEDERAL  BUDGET,  ABSORBED  66X  0  FTHE  CUTS  PROPOSED  BY  THE  PRESIDENT  AND  ADOPTED 
BY  THE  CONGRESS. 

WHILE  THE  FULL  IMPACT  OF  THESE  CUTS  (INCLUDING  CUTS  IN  PROGRAMS  UNDER  THIS 
COmiTTEE'S  JURISDICTION)  HAVE  NOT  BEEN  TOTALLY  REALIZED,  THERE  IS  NOW  A  PER- 
VASIVE FEaiNG  AMONG  COUNTY  GOVERMIENTS  THAT  ALL  OF  THE  "FAT,"  IF  THERE  WAS 
ANY  HAS  BEEN  aiMINATED.  THE  FY  '82  FEDERAL  BUDGET  CUTS  HAVE  FORCED  MANY  COUNTIES 
TO  REDUCE  EMPLOYMENT,  CUT  BACK  ON  SERVICE  HOURS  AND  SERVICES  AND  POSTPONE 


*  The  National  Association  of  Counties  Is  the  only  national  organization 
representing  county  government  In  the  United  States.  Through  Its  aieiit>ersh1p, 
urban,  suburban  and  rural  counties  join  together  to  build  effective,  responsive 
county  govemaent.  The  goals  of  the  organization  are  to:  improve  county  govemaents; 
serve  as  the  national  spokesman  for  county  government;  act  as  a  liaison  between 
the  nation's  counties  and  other  levels  of  government;  achieve  public  under- 
standing of  the  role  of  counties  In  the  federal  system. 


*»^ 
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BADLY  NEEDED  INVESTMENT  IN  INFRASTRUCTURE  REPAIRS.  MANY  COUNTIES  HAVE  HAD  TO 
RAISE  PROPERH  OR  SALES  TAXES,  AN  ACTION  VIEWED  MOST  UNFAVORABLY  BY  CITIZENS. 
FURTHER  REDUaiONS  IN  COUNTY  REVENUES  WOULD  SERIOUSLY  AND  NEGATIVELY  IMPAa  ON 
THE  ABILITY  OF  COUNTIES  TO  PROVIDE  BASIC  AND  VITAL  SERVICES  TO  CITIZENS. 

THUS.  IT  WAS  A  GREAT  DISAPPOINTMENT  FOR  NACo  AND  ITS  MEMBERS  TO  LEARN 
THAT  THE  ADMINISTRATION'S  FY  '83  BUDGET  WOULD  CUT  EVEN  FURTHER  INTO  THE  FEDERAL 
PROGRAMS  WHICH  COUNTIES  RELY  ON  TO  PROVIDE  FOR  THE  NEEDS  OF  THEIR  CITIZENS. 
AS  A  CONSEQUENCE  THE  BOARD  OF  DIRECTORS  OF  THE  NATIONAL  ASSOCIATION  OF  COUNTIES 
ON  FEBRUARY  21 »  1982  ADOPTED  A  RESOLUTION  URGING  CONGRESS  TO  IMPOSE  A  MORATORIUM 
ON  BUDGET  REDUCTIONS  IN  FEDERAL  DOMESTIC  PROGRAMS  FOR  FY  '83. 

MR.  CHAIRMAN.  ALTHOUGH  THE  ISSUE  IS  NOT  DIRECTLY  BEFORE  THE  SUBCOmiTTEE, 
WE  WANT  YOU  TO  KNOW  OF  OUR  SUPPORT  FOR  CONGRESSIONAL  APPROPRIATION  OF  THE  FULL 
$3.7  BILLION  FOR  COMMUNITY  DEVELOPMENT  BLOCK  GRANTS  AND  $500  MILLION  FOR  URBAN 
DEVaOPMENT  ACTION  GRANTS  FOR  FY  '83.  IF  THE  COMMUNITY  DEVELOPMENT  AND  UOAG 
PROGRAMS  ARE  TO  CONTINUE  TO  BE  THE  BASIC  BUILDING  BLOCKS  OF  COMMUNITIES, 
ENABLING  THEM  TO  MEET  LOW  INCOME  PROPLES'  NEEDS.  IT  IS  IMPERATIVE  THAT  THEY 
BE  FUNDED  AT  THEIR  FULLY  AUTHORIZED  AMOUNT. 

NACO  IS  DEEPLY  CONCERNED  ABOUT  THE  ADMINISTRATION'S  BUDGCT  AND  AUTHORIZATION 
REQUEST  FOR  LOW  INCOME  HOUSING  ASSISTANCE.  AS  YOU  KNOW  IT  PROPOSES  AN  FY  '82 
$9.4  BILLION  RESCISSION  AS  WELL  AS  ANOTHER  $10.4  BILLION  RECAPTURE  OF  FUNDS 
APPROPRIATED  FOR  SECTION  8  AND  PUBLIC  HOUSING  IN  PRIOR  YEARS.  NACO  STRONGLY 
OPPOSES  THESE  PROPOSALS. 
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THE  BUDGET  REQUEST  FOR  FY  *83  WOULD  ESSENTIALLY  END  LOU  INCOME  HOUSING 
CONSTRUaiON,  EXCEPT  FOR  10.000  UNITS  UNDER  THE  SECTION  202  aOERLY  HOUSING 
PROGWM.  IT  WOULD  ALSO  MODIFY  THE  SECTION  8  EXISTING  HOUSING  PROGRAM,  REPLACING 
n  UITH  A  "VOUCHER  TYPE"  PROGRAM  UNDER  WHICH  TENANT  INCOMES  WOULD  RISE,  THEIR 
FOOD  STAMPS  WOULD  BE  COUNTED  AS  INCOME  AND  THEY  WOULD  PAY  ALL  OF  THEIR  UTILITIES. 
NACo  ALSO  OPPOSES  THESE  MODIFICATIONS  TO  THE  SECTION  8  EXISTING  PROGRAM. 

HOWEVER,  ONE  aEMENT  OF  THE  ADMINISTRATION'S  PROPOSED  MODIFICATION  WHICH 
WE  THINK  HAS  MERIT  IS  THAT  WHICH  PROVIDES  AN  INCENTIVE  FOR  TENANTS  TO  SHOP 
FOR  CHEAPER.  BUT  STANDARD  HOUSING,  ALLOWING  THEM  TO  RETAIN  THE  DIFFERENCE.  WE 
WOULD  URGE  THAT  THIS  SUBCOmiHEE  ADOPT  THIS  PROVISION  AS  A  MODIFICATION  TO 
THE  EXISTING  SECTION  8  PROGRAM. 

NACo  IS  PLEASED  TO  SEE  THAT  H.R.  5731  WOULD  CONTINUE  A  BASIC  FEDERAL 
GOVERWOT  COmiTMENT  TO  HOUSING  -  AND  CONTINUE  THE  COfllTMENT  AT  A  FUNDING 
LEVa  EQUIVALENT  TO  THAT  APPROPRIATED  BY  CONGRESS  FOR  FY  '82.  NACo  IS  ALSO 
PLEASED  TO  SEE  THAT  THE  BASIC  ASSISTED  HOUSING  PROGRAMS  -  PUBLIC  HOUSING, 
SEQION  a  EXISTING,  A  MULTIFAMILY  PRODUCTION  AND  REHABILITATION  PROGRAM  AND  THE 
GWM  —  ARE  CONTINUED. 

IT  IS  ESSENTIAL  THAT  THERE  BE  SOME  FORM  OF  FEDERAL  ASSISTANCE  FOR  THE 
CONSTRUCTION  AND  REHABILITATION  OF  HOUSING  FOR  LOW  AND  MODERATE  INCOME  PERSONS. 
THE  PROPOSED  MULTIFAMILY  PRODUCTION  PROGRAM  IN  H.R.  5731  IS  A  HUGH  STEP  IN 
THAT  DIRECTION.  BY  USE  OF  SHORT  TERM  FEDERAL  ASSISTANCE  TO  AREAS  OF  HOUSING 
SHORTAGE  AND  PROVIDING  MAXIMUM  aEXIBILITY  TO  STATE  AND  LOCAL  GOVERNMENTS  AS 


Digitized  by  VjOOQIC 


652 


TO  ITS  USE,  IT  RESPONDS  FAVORABLY  TO  CRITICISM  OF  THE  PRESENT  SECTION  8 
NEW  CONSTRUCTION/SUBSTANTIAL  REHABILITATION  PROGRAM. 

WE  ARE,  HOWEVER,  CONCERNED  WITH  ONE  OF  THE  CONDITIONS  IN  THE  PROPOSED 
PROGRAM  RESERVING  20X  OF  THE  AVAILABLE  UNITS  FOR  PERSONS  WHOSE  INCOMES  ARE 
BELOW  80t  OF  MEDIAN.  WE  WOULD  URGE  THAT  THE  SUBCOMMITTEE  CONSIDER  EITHER 
INCREASING  THIS  PERCENTAGE  OR  IMPOSE  AN  UPPER  LIMIT  OF  120X  OF  MEDIAN  INCOME 
FOR  THOSE  OTHER  00%  OF  THE  UNITS.  OR  DOING  BOTH.  THESE  CHANGES  WOULD  HELP 
INSURE  THAT  SCARCE  FEDERAL  FUNDS  ARE  TARGETED  TO  THOSE  MOST  IN  NEED. 

IN  ADDITION,  SINCE  THE  BILL  EXTENDS  THE  SEQION  202  ELDERLY  HOUSING  PROGRAM 
WE  RECOMMEND  THAT  THIS  NEW  PROGRAM  BE  HEAVILY  ORIENTED  TOWARD  HOUSING  LOW  AND 
MODERATE  INCOME  FAMILIES. 

WE  WOULD  ALSO  URGE  THAT  THE  SUBCOMIITTEE  CONSIDER  PROVIDING  A  FORMULA 
ENTITLEMENT  DISTRIBUTION  OF  THESE  FUNDS,  I.E.,  BLOCK  GRANT,  AS  OPPOSED  TO  A 
COMPETITIVE  GRANT  PROGRAM.  SUCH  A  DISTRIBUTION  SYSTEM  COULD  MAKE  FUNDING 
AVAILABLE  TO  STATES  AND  LOCAL  GOVERNMENTS  ON  A  PREDICTABLE  BASIS  AND  AS  A 
COMPANION  TO  THEIR  COWUNITY  DEVaOPMENT  BLOCK  GRANTS. 

PREDICTABILITY  OF  FUNDING  VIA  A  BLOCK  GRANT  WOaO  ENABLE  MORE  EFFECTIVE 
PLANNING  AND  IS  FULLY  CONSISTENT  WITH  THE  IDEA  OF  FLEXIBILITY  WHICH  THE 
CHAIRMAN  STRESSED  IN  INTRODUCING  THE  BILL. 

IN  SUMMARY,  MR.  CHAIRMAN,  WE  SALUTE  YOU  AND  THE  MEMBERS  OF  THIS  SUBCOmiTTEE 
FOR  YOUR  LEADERSHIP  IN  MAINTAINING  THE  FEDERAL  COfllTMENT  TO  LOW  INCOME  HOUSING. 
WE  ARE  EAGER  TO  JOIN  WITH  YOU  IN  CONVINCING  CONGRESS  TO  DO  THE  SAME. 
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Mr.  Frank  [presiding].  Councilwoman  Keeton,  the  chairman 
went  to  meet  a  quorum  by  way  of  the  House  of  the  Democratic 
caucus;  he  will  be  returning. 

We  will  move  on  to  our  next  witness  now,  Mayor  Primas. 

STATEMENT  OF  HON.  MELVIN  R.  PRIMAS,  JR.,  MAYOR  OF 
CAMDEN,  N J. 

Mayor  Primas.  Thank  you.  This  is  to  the  acting  chairman  and 
the  members  of  this  subcommittee;  I  am  Melvin  Primas,  the  mayor 
of  the  city  of  Camden,  and  I  appreciate  the  opportunity  to  appear 
before  you  today,  to  testify  on  H.R.  5731,  the  Housing  and  Commu- 
nity Development  Amendments  of  1982  and  related  proposals. 

I  would  also  like  to  share  with  the  subcommittee  my  views  and 
concerns  about  several  other  vital  housing  issues  that  deeply  affect 
the  cities  of  this  country,  including  my  own  city,  Camden,  N.J. 

At  the  outset,  permit  me  to  commend  the  chairman  of  this  com- 
mittee, Mr.  Gonzalez,  for  the  leadership  he  is  providing  on  the  seri- 
ous and  complicated  issue  of  housing.  I  also  wish  to  commend  the 
members  of  this  subcommittee  that  have  joined  as  cosponsors  of 
H.R.  5731  for  their  active  support  of  this  legislation. 

HR.  5731  is  much  more  than  a  purely  technical  legislative  pro- 
posal providing  for  the  distribution  of  funds  among  a  number  of 
housing  programs. 

This  legislation  is  also  an  important  symbol  to  millions  of  Ameri- 
cans who  cannot  now  afford  to  buy  or  rent  a  decent  home.  It  af- 
firms that  in  the  U.S.  Congress,  there  are  still  men  and  women 
who  have  the  conscience,  courage,  and  commitment  to  issue  a  legis- 
lative declaration  of  independence  from  an  economic  policy  which 
has  brought  ruin  to  America's  housing  industry,  which  has  brought 
the  mortgage  banking  industry  to  the  brink  of  disaster,  which  has 
all  but  destroyed  the  American  dream  of  homeownership,  and 
which  has  filled  the  lives  of  the  poor  and  the  homeless  with  fear 
and  despair. 

It  is  my  sincere  hope  that  the  evolution  of  this  legislative  symbol 
into  statutory  substance  will  be  marked  with  a  deepening  and 
broadening  of  congressional  concern  and  commitment  to  the  poor 
and  the  elderly,  and  the  millions  of  Americans  who  are  struggling 
against  almost  insurmountable  odds  to  lift  themselves  and  their 
families  out  of  the  abyss  of  poverty.  If  we  are  to  be  known  as  a  civi- 
lized society,  we  cannot  turn  our  backs  on  the  less  fortunate  just 
because  the  word  "poor''  is  not  currently  fashionable. 

I  would  remind  the  members  of  this  subcommittee  that  the  * 'low- 
income"  strata  of  our  society  is  probably  the  fastest-growing  seg- 
ment of  our  population — thanks  to  our  economic  recession  and  ac- 
companying unemployment  crisis.  Along  with  other  appropriate  as- 
sistance, these  Americans  need  and  deserve  decent  shelter,  and 
they  are  looking  to  this  subcommittee  to  be  the  champion  of  their 
housing  needs. 

Mr.  Chairman,  my  perspectives  on  the  housing  problem,  and  on 
the  relative  merit  of  the  various  housing  proposals  under  consider- 
taion  by  this  subcommittee,  are  shaped  by  what  I  see  and  what  I 
must  deal  with  in  the  city  of  Camden.  As  mayor  of  one  of  New  Jer- 
sey s  largest  cities,  I  look  out  over  a  virtual  sea  of  human  problems. 
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I  doubt  that  any  other  city  in  the  United  States  can  claim  to 
have  a  more  serious  housing  problem  than  the  city  of  Camden, 
given  relative  figures  for  numbers  and  condition  of  existing  hous- 
ing stock  and  population  of  low-  and  moderate-income  residents. 

Substandard  housing  represents  one-third  of  all  housing  in  the 
city  of  Camden,  and  almost  half  of  all  of  the  rental  housing. 

Vacant  units  represent  nearly  20  percent  of  all  housing  stock  in 
the  city,  and  90  percent  of  these  vacancies  are  substandard.  I 
should  add  that  the  term  ''substandard"  does  not  begin  to  describe 
the  deplorable  conditions  of  these  houses. 

You  may  as  well  ask,  "What  has  the  city  of  Camden  been  doing 
to  try  to  come  to  grips  with  this  terrible  housing  problem?" 

And  my  answer  is  "Everything  humanly  possible,  given  the  lim- 
ited funds  made  available  for  such  purposes,  and  given  the  serious 
nature  of  the  city's  unemployment  and  other  economic  problems." 
In  order  to  give  you  a  better  understanding  of  what  kind  of  eco- 
nomic problems  I  am  talking  about,  permit  me  to  cite  three  de- 
pressing statistics:  Between  1950  and  1978,  we  lost  75  percent  of 
our  manufacturing  jobs;  between  1958  and  1972,  we  lost  50  percent 
of  our  retail  establishments;  and  the  city's  unemployment  rate  is 
currently  in  excess  of  20  percent. 

Yet,  despite  these  problems,  Camden  has  undertaken  a  very  re- 
spectable effort  to  substantially  rehabilitate  and  recycle  its  vacant 
housing  stock,  and  to  construct  new  low-moderate  multifamily 
units. 

This  rehabilitation  and  construction  has  been  working  in  the 
right  direction,  by  making  slow  but  steady  improvements  in  the 
supply  and  quality  of  housing  stock  for  low-  and  moderate-income 
citizens  in  my  community.  It  has  also  been  generating  employment 
in  the  local  construction  industry,  and  stimulating  local  sales  of 
construction  supplies  and  materials.  And,  our  efforts  have  also  pro- 
duced some  modest  gains  in  the  local  tax  base. 

We  have  been  fighting  an  uphill  battle  to  save  our  city,  and  the 
ground  that  we  have  won  back  from  the  forces  of  economic  decline 
is  measured  by  inches — and  not  in  miles — but  it  is  precious  ground 
to  us  because  it  is  home. 

Now,  we  are  facing  the  prospect  of  having  that  hard-won  ground 
cut  out  from  under  us. 

The  administration's  fiscal  year  1983  budget  proposal  calls  for 
elimination  of  funding  for  new  construction  and  substantial  reha- 
bilitation under  section  8,  elimination  of  funding  for  public  housing 
construction,  elimination  of  funding  for  rehabilitation  under  sec- 
tion 312,  and  rescission  of  fiscal  year  1982  budget  authority  for 
over  75,000  section  8  units  for  which  funds  have  been  committed. 
Obviously,  the  adoption  of  this  budget  proposal  would  have  a  devas- 
tating impact  upon  cities  such  as  Camden. 

As  the  subcommittee  is  aware,  the  administration's  proposal  has 
been  strongly  opposed  in  many  quarters.  Just  yesterday,  the  Mort- 
gage Bankers  Association  of  America  urged  this  subcommittee  to 
reject  the  administration's  proposed  rescission  of  fiscal  year  1982 
section  8  funds.  In  addition,  the  National  Housing  Conference  has 
adopted  a  series  of  strongly  worded  resolutions  condemning  the  ad- 
ministration's wholessde  abandonment  of  efforts  to  provide  afforda- 
ble housing  for  the  majority  who  are  shut  out  of  the  housing 
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market  today.  On  behalf  of  the  city  of  Camden,  I,  too,  must  strong- 
ly oppose  the  administration's  budget  proposal. 

I  have  carefully  analyzed  the  administration's  counter-proposal 
to  implement  a  voucher  program  as  a  substitute  for  subsidized  pro- 
duction and  rehabilitation,  and  have  concluded  that  while  it  may 
play  a  useful  role  in  a  national  housing  program,  it  cannot  serve  as 
the  single  answer  to  our  multiple-housing  problems. 

I  might  note  that  my  concern  about  the  potential  effectiveness  of 
a  voucher  program  is  shared  by  the  General  Accounting  Office, 
which  issued  a  report  in  February  of  this  year  on  the  recommenda- 
tions of  the  President's  Commission  on  Housing. 

One  of  the  questions  raised  for  congressional  consideration  by 
the  GAO  was:  Is  there  sufficient  existing  housing  stock  for  a  hous- 
ing assistance  grant  program  to  work  effectively  and  how  would 
supply  affect  participation? 

The  GAO  concluded  that  the  existence  of  sufficient  rental  hous- 
ing stock  is  crucial  to  the  ultimate  success  of  the  proposed  voucher 
program.  And  the  GAO  noted  that  a  rental  housing  shortage  exists 
in  many  areas  of  the  country.  Therefore,  one  can  conclude  that 
such  a  program  would  not  be  enormously  successful  in  a  city  like 
Camden  which  has  a  very  limited  supply  of  decent  rental  housing. 
The  General  Accounting  Office  also  noted  that  a  shortage  of  stand- 
ard quality  housing  in  a  locality  would  also  have  the  effect  of  in- 
hibiting participation  by  driving  up  the  cost  of  such  housing. 

I  would  also  like  to  point  out  another  practical  consideraton 
which  would  put  a  damper  on  the  administration's  assumption  that 
the  availability  of  vouchers  will  stimulate  rental  housing  produc- 
tion. Any  potential  producer  of  rental  housing  would  have  to 
secure  financing  for  his  or  her  project.  Under  the  section  8  pro- 
gram, the  developer  would  approach  a  financial  institution  with  a 
15-year  Federal  commitment  in  hand.  Under  the  voucher  program, 
the  developer  could  only  claim  to  have,  at  most,  a  1-year  commit- 
ment from  the  holder  of  the  voucher.  I  do  not  believe  that  such  a 
short-term  commitment,  if  it  can  even  be  called  that,  would  be 
enough  to  satisfy  a  lending  institution  that  a  proposed  project  will 
be  economically  viable. 

Now,  I  am  not  saying  that  vouchers  should  be  rejected  out  of 
hand.  In  the  right  kind  of  rental  market,  they  would  have  a  very 
appropriate  role  to  play.  However,  I  would  ask  the  subcommittee  to 
carefully  review  the  proposed  voucher  program  to  determine  what 
kind  of  role  it  should  have  in  a  comprehensive  and  balanced  na- 
tional housing  program  that  includes  other  assistance  options. 

Mr.  Chairman,  I  have  also  carefully  analyzed  Senator  Lugar's 
proposal,  which  would  provide  approximately  $5  billion  in  funding 
for  a  mortgage  interest  reduction  program.  As  is  the  case  with  the 
proposed  voucher  program,  this  proposal  could  play  an  appropriate 
role  in  a  national  housing  policy,  but  it  does  not  represent  the 
single  answer  to  our  housig  problems  because  it  does  not  address 
itself  to  the  shortage  of  affordable  rental  housing. 

Senator  Dodd  has  addressed  that  problem  in  an  imaginative  way 
in  S.  2171.  I  might  note  that  Congressman  Schumer,  who  serves  on 
this  subcommittee,  has  introduced  companion  legislation  in  the 
House  of  Representatives.  Both  Senator  Dodd  and  Congressman 
Schumer  are  to  be  commended  for  their  efforts  in  developing  legis- 
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lation  designed  to  respond  to  the  critical  need  to  rehabilitate  and 
develop  affordable  multifamily  rental  housing. 

Of  course,  the  best  of  all  possible  worlds  would  be  to  combine 
both  the  Lugar  and  Dodd/Schumer  approaches  in  a  balanced  way, 
and  add  other  components  specifically  addressing  other  aspects  of 
our  complex  national  housing  problem. 

Thankfully,  that  combined  and  balanced  approach  has  been 
taken  by  the  chairman  of  this  subcommittee,  and  is  reflected  in  the 
provisions  of  H.R.  5731. 

Mr.  Chairman,  I  commend  and  support  your  comprehensive  leg- 
islation and  the  balanced  approach  that  it  takes  to  address  the 
multiple  housing  problems  of  this  nation.  However,  I  would  ask 
that  this  subcommittee  consider  the  possible  addition  of  the  follow- 
ing: 

A  higher  authorization  level  for  the  multifamily  production  as- 
sistance program  under  title  II  that  would  reflect  a  balanced  mix 
between  multifamily  and  home  ownership  production  incentives; 

An  increase  in  the  proportion  of  low-  and  moderate-income  units 
to  be  included  in  any  assisted  multifamily  construction  project; 

An  increase  in  the  number  of  years  that  assisted  housing  units 
would  be  reserved  for  low-  and  moderate-income  families;  Provide 
for  a  smooth  transition  from  new  and  substantial  rehabilitation 
section  8  programs  to  new  multifamily  housing  production  assist- 
ance grants; 

Provide  existing  public  housing  projects  with  sufficient  operating 
and  maintenance  funding,  at  least  equal  to  fiscal  year  1982  levels; 

Consider  some  form  of  targeted  incentives  for  inner-city  rental 
housing  production,  such  as  a  targeted  tax  credit;  and 

Undertake  a  consumer  voucher  program,  funded  at  a  realistic 
level,  on  an  experimental  basis.  Such  an  experimental  voucher  pro- 
gram should  include  authorization  for  multiyear  vouchers  so  that 
landlords  and  developers  will  truly  have  an  incentive  to  undertake 
rental  housing  construction  or  rehabilitation. 

Mr.  Chairman,  I  would  also  ask  the  members  of  this  subcommit- 
tee to  carefully  consider  the  thoughtful  remarks  that  were  made 
yesterday  by  Mr.  Willard  Gourley  on  behalf  of  the  Mortgage  Bank- 
ers Association  of  America,  regarding  the  defense  budget  proposals 
advanced  by  the  administration.  I  share  Mr.  Gourley's  deep  con- 
cern about  the  potentially  disastrous  impact  of  the  defense  budget 
on  our  national  economy. 

I  know  that  this  subcommittee  does  not  have  jurisdiction  over 
proposed  defense  outlays,  but  as  Members  of  the  House  of  Repre- 
sentatives, each  and  every  member  of  this  subcommittee  will  have 
a  voice  and  a  vote  on  this  extremely  important  issue. 

Calculations  performed  by  my  staff  indicate  that  a  1-percent  cut 
in  the  defense  budget  could  make  possible  a  25-percent  increase  in 
the  amount  of  funding  available  for  national  housing  programs.  I 
would  ask  the  members  of  this  subcommittee  to  keep  that  thought 
in  mind  as  the  budget  debate  unfolds  in  the  Congress. 

As  public  officials  sworn  to  uphold  the  Constitution  of  the  United 
States,  you  and  I  have  a  responsibility  to  all  of  the  people.  And,  I 
might  add,  that  we  have  a  special  responsibility  to  the  less  privi- 
leged members  of  our  society.  That  special  responsibility  includes 
providing  moral  leadership  in  times  like  these,  when  some  claim 
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that  we  have  to  sacrifice  the  most  basic  needs  of  the  less  fortunate 
in  order  to  rebuild  our  defense  capability.  If  we  retreat  from  the 
meet  basic  standards  of  human  decency,  what  will  we  have  left 
that  is  worth  defending? 

Mr.  Chairman,  permit  me  once  again  to  commend  you  and  your 
cosponsors  for  taking  a  moral  as  well  as  a  legislative  stand.  You 
have  my  appreciation  and  my  support  and  my  respect. 

Thank  you,  very  much. 

[Mayor  Prhnas'  prepared  statement  follows:] 
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STATEMENT  OF 
THE  BOIiORABLE  MELVIM  R.  PRIMAS,  JR., 
MAYOR  OF  CAMDEN,  NEW  JERSEY 
MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE,  I  APPRECIATE  THE 
OPPORTUNITY  TO  APPEAR  BEFORE  YOO  TODAY  TO  TESTIFY  ON  H.R.  5731, 
'THE  HOUSING  AND  COMMUNITY  DEVELOPMENT  AMENDMENTS  OF  1982",  AND 
RELATED  PROPOSALS.   I  TfOULD  ALSO  LIKE  TO  SHARE  WITH  TEE  SUBCOMMITTEE 
MY  VIEWS  AND  CONCERNS  ABOUT  SEVERAL  OTHER  VITAL  HOUSING  ISSUES  THAT 
DEEPLY  AFFECT  THE  CITIES  OF  THIS  COUNTRY,  INCLUDING  MY  OWN  CITY  - 
CAMDEN,  NEW  JERSEY. 

AT  THE  OUTSET,  MR.  CHAIRMAN,  PERMIT  ME  TO  COMMEND  YOU  FOR  THE 
LEADERSHIP  YOU  ARE  PROVIDING  ON  THE  SERIOUS  AND  COMPLICATED  ISSUE 
OF  HOUSING.   I  ALSO  WISH  TO  COMMEND  THE  MEMBERS  OF  THIS  SUBCOMMITTEE 
THAT  HAVE  JOINED  AS  COSPONSORS  TO  H.R.  5731,  FOR  THEIR  ACTIVE  SUPPORT 
OF  THIS  LEGISLATION. 

H.R.  5731  IS  MUCH  MORE  THAN  A  PURELY  TECHNICAL  LEGISLATIVE 
PROPOSAL  PROVIDING  FOR  THE  DISTRIBUTION  OF  FUNDS  AMONG  A  NUMBER  OF 
HOUSING  PROGRAMS. 

THIS  LEGISLATION  IS  ALSO  AN  IMPORTANT  SYMBOL  TO  MILLIONS  OF 
AMERICANS  WHO  CANNOT  NOW  AFFORD  TO  BUY  OR  RENT  A  DECENT  HOME.   IT 
AFFIRMS  THAT  IN  THE  U.S.  CONGRESS,  THERE  ARE  STILL  MEN  AND  WOMEN 
WHO  HAVE  THE  CONSCIENCE,  COURAGE  AND  COMMITMENT  TO  ISSUE  A  LEGISLATIVE 
DECLARATION  OF  INDEPENDENCE  FROM  AN  ECONOMIC  POLICY  WHICH  HAS  BROUGHT 
RUIN  TO  AMERICA'S  HOUSING  INDUSTRY,  WHICH  HAS  BROUGHT  THE  MORTGAGE 
BANKING  INDUSTRY  TO  THE  BRINK  OF  DISASTER,  f^ICH  HAS  ALL  BUT 
DESTROYED  THE  AMERICAN  DREAM  OF  HOME  OWNERSHIP,  AND  WHICH  HAS  FILLED 
THE  LIVES  OF  THE  POOR  AND  THE  HOMELESS  WITH  FEAR  AND  DESPAIR. 

IT  IS  MY  SINCERE  HOPE  THAT  THE  EVOLUTION  OF  THIS  LEGISLATIVE 
SYMBOL  INTO  STATUTORY  SUBSTANCE  WILL  BE  MARKED  WITH  A  DEEPENING  AND 
BROADENING  OF  CONGRESSIONAL  CONCERN  AND  COMMITMENT  TO  THE  POOR  AND 
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THE  ELDERLY,  AND  THE  MILLIONS  OF  AMERICANS  T'lHO  ARE  STRUGGLING  AGAINST 
ALMOST  INSURMOUNTABLE  ODDS  TO  LIFT  THEMSELVES  AND  THEIR  FAMILIES  OUT 
OF  THE  ABYSS  OF  POVERTY.    IF  WE  ARE  TO  BE  KNOWN  AS  A  CIVILIZED 
SOCIETY,  WE  CANNOT  TURN  OUR  BACKS  ON  THE  LESS  FORTUNATE  JUST  BECAUSE 
THE  WORD  "POOR"  IS  NOT  CURRENTLY  FASHIONABLE.   I  WOULD  REMIND  THE 
MEMBERS  OF  THIS  SUBCOMMITTEE  THAT  THE  "LOW- INCOME"  STRATA  OF  OUR 
SOCIETY  IS  PROBABLY  THE  FASTEST- GROWING  SEGMENT  OF  OUR  POPULATION  — 
THANKS  TO  OUR  ECONOMIC  RECESSION  AND  ACCOMPANYING  UNEMPLOYMENT  CRISIS. 
ALONG  WITH  OTHER  APPROPRIATE  ASSISTANCE,  THESE  AMERICANS  NEED  AND 
DESERVE  DECENT  SHELTER,  AND  THEY  ARE  LOOKING  TO  THIS  SUBCOMMITTEE  TO 
BE  THE  CHAMPION  OF  THEIR  HOUSING  HOPES. 

MR.  CHAIRMAN,  MY  PERSPECTIVES  ON  TEE  HOUSING  PROBLEM,  AND 
ON  THE  RELATIVE  MERIT  OF  THE  VARIOUS  HOUSING  PROPOSALS  UNDER 
CONSIDERATION  BY  THIS  SUBCOMMITTEE,  ARE  SHAPED  BY  WHAT  I  SEE  AND 
WHAT  I  MUST  DEAL  WITH  IN  THE  CITY  OF  CAMDEN.   AS  MAYOR  OF  ONE  OF 
NEW  JERSEY'S  LARGEST  CITIES,  I  LOOK  OUT  OVER  A  VIRTUAL  SEA  OF  HUMAN 
PROBLEMS  —  INCLUDING  THE  SHAMEFUL  LACK  OF  DECENT  SHELTER. 

I  DOUBT  THAT  ANY  OTHER  CITY  IN  THE  UNITED  STATES  CAN  CLAIM  TO 
HAVE  A  MORE  SERIOUS  HOUSING  PROBLEM  THM7  THE  CITY  OF  CAMDEN,  GIVEN 
RELATIVE  FIGURES  FOR  NUMBERS  AND  CONDITION  OF  EXISTING  BOOSING  STOCK 
AND  POPULATION  OF  LOW  AND  MODERATE  INCOME  RESIDENTS. 

SUBSTANDARD  HOUSING  REPRESENTS  ONE-THIRD  OF  ALL  HOUSING  IN  THE 
CITY  OF  CAMDEN,  AND  ALMOST  HALF  OF  ALL  RENTAL  HOUSING. 

VACANT  UNITS  REPRESENT  NEARLY  20%  OF  ALL  HOUSING  STOCK  IN  THE 
CITY,  AND  90%  OF  THESE  VACANCIES  ARE  SUBSTANDARD.   I  SHOULD  ADD  THAT 
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THAT  THE  TERM  "SUBSTANDARD"  DOES  NOT  BEGIN  TO  DESCRIBE  THE  DEPLORABLE 
CONDITION  OF  THESE  HOUSES. 

YOU  MAY  WELL  ASK,  "  WHAT  HAS  THE  CITY  OF  CAMDEN  BEEN  DOING  TO 
TRY  TO  COME  TO  GRIPS  WITH  THIS  TERRIBLE  HOUSING  PROBLEM?" 

AND  MY  ANSWER  IS  "EVERYTHING  HUMANLY  POSSIBLE,  GIVEN  THE  LIMITED 
FUNDS  MADE  AVAILABLE  FOR  SUCH  PURPOSES,  AND  GIVEN  THE  SERIOUS  NATURE 
OF  THE  CITY'S  UKEMPLOYMZNT  AND  OTHER  ECONOMIC  PROBLEMS".   IN  ORDER  TO 
GIVE  YOU  A  BETTER  UNDERSTANDING  OF  WHAT  KIND  OF  ECONOMIC  PROBLEMS 
I  AM  TALKING  ABOUT,  PERMIT  ME  TO  CITE  THREE  DEPRESSING  STATISTICS: 

•  BETWEEN  1950  AND  1978,  WE  LOST  75%  OF  OUR  MANUFACTURING  JOBS; 

•  BETWEEN  1958  AND  1972,  WE  LOST  50%  OF  OUR  RETAIL 

ESTABLISHMENTS;  AND 

•  THE  CITY'S  UNEMPLOYMENT  RATE  IS  CURRENTLY  IN  EXCESS  OF  2£%. 

YET  DESPITE  THESE  PROBLEMS,  CAMDEN  HAS  UNDERTAKEN  A  VERY 
RESPECTABLE  EFFORT  TO  SUBSTANTIALLY  REHABILITATE  AND  RECYCLE  ITS 
VACANT  HOUSING  STOCK,  AND  TO  CONSTRUCT  NEW  LOW- MODERATE  MULTI-FAMILY 
UNITS. 

THIS  REHABILITATION  AND  CONSTRUCTION  HAS  BEEN  WORKING  IN  THE 
RIGHT  DIRECTION,  BY  MAKING  SLOW  BUT  STEADY  IMPROVEMENTS  IN  THE  SUPPLY 
AND  QUALITY  OF  HOUSING  STOCK  FOR  LOW  AND  MODERATE- INCOME  CITIZENS 
IN  MY  COMMUNITY.   IT  HAS  ALSO  BEEN  GENERATING  EMPLOYMENT  IN  THE 
LOCAL  COKSTRUCTtON  INDUSTRY,  AND  STIMULATING  LOCAL  SALES  OF 
COl^STRUCTrOH  SUPPLIES  AND  MATERIALS.   AND,  OUR  EFFORTS  HAVE  ALSO 
PRODUCED  SOME  MODEST  GAINS  IN  THE  LOCAL  TAX  BASE. 

WE  HAVE  BEEN  FIGHTING  AN  UPHILL  BATTLE  TO  SAVE  OUR  CITY,  AND 
THE  GROUND  THAT  WE  HAVE  WON  BACK  FROM  THE  FORCES  OF  ECONOMIC  DECLINE 
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IS  MEASURED  IN  INCHES  —  AND  NOT  IN  MILES  ~  BUT  IT'S  PRECIOUS 
GROUND  TO  US  BECAUSE  IT'S  HOME. 

NOW,  WE  ARE  FACING  THE  PROSPECT  OF  HAVING  THAT  HARD-WON  GROUND 
CUT  OUT  FROM  UNDER  US. 

THE  ADMINISTRATION'S  FISCAL  YEAR  1983  BUDGET   PROPOSAL  CALLS 
FOR  ELIMINATION  OF  FUNDING" FOR  NEX*  CONSTRUCTION  AND  SUBSTANTIAL 
REHABILIATION  UNDER  SECTION  8,  ELIMINATION  OF  FUNDING  FOR  PUBLIC 
HOUSING  CONSTRUCTION,  ELIMINATION  OF  FUNDING  FOR  REHABILITATION 
UNDER  SECTION  312,   AND  RECISSION  OF  FISCAL  YEAR  1982  BUDGET 
AUTHORITY  FOR  75,000  SECTIpN  8  UNITS  FOR  WHICH  FUNDS  HAVE  BEEN 
COMMITTED.    OBVIOUSLY,  THE  ADOPTION  OF  THIS  BUDGET  PROPOSAL  WOULD 
HAVE  A  DEVASTATING  IMPACT  UPON  CITIES  SUCH  AS  CAMDEN. 

AS  THE  SUBCOMMITTEE  IS  AWARE,  THE  ADMINISTRATION'S  PROPOSAL 
HAS  BEEN  STRONGLY  OPPOSED  IN  MANY  QUARTERS.   JUST  YESTERDAY,  THE 
MORTGAGE  BANKERS  ASSOCIATION  OF  AMERICA  URGED  THIS  SUBCOMMITTEE  TO 
REJECT  THE  ADMINISTRATION'S  PROPOSED  RESCISSION  OF  FISCAL  YEAR  1982 
SECTION  8  FUNDS.   IN  ADDITION,  THE  NATIONAL  HOUSING  CONFERENCE  HAS 
ADOPTED  A  SERIES  OF  STRONGLY-WORDED  RESOLUTIONS  CONDEMNING  THE 
ADMINISTRATION'S  WHOLESALE  ABANDONMENT  OF  EFFORTS  TO  PROVIDE 
AFFORDABLE  HOUSING  FOR  THE  MAJORITY  WHO  ARE  SHUT  OUT  OF  THE  HOUSING 
MARKET  TODAY.   ON  BEHALF  OF  THE  CITY  OF  CAMDEN,  I,  TOO,  TOST' STRONGLY 
OPPOSE  THE  ADMINISTRATION'S  BUDGET  PROPOSAL. 

I  HAVE  CAREFULLY  ANALYZED  THE  ADMINISTRATION'S  COUNTER- PROPOSAL 
TO  IMPLEMENT  A  VOUCHER  PROGRAM  AS  A  SUBSTITUTE  FOR   SUBSIDIZED 
PRODUCTION  AND  REHABILITATION,  AND  HAVE  CONCLUDED  THAT  WHILE  IT 
MAY  PLAY  A  USEFUL  ROLE  IN  A  NATIONAL  HOUSING  PROGRAM,  IT  CANNOT 
SERVE  AS  THE  SINGLE  ANSWER  TO  OUR  MULTIPLE-HOUSING  PROBLEMS. 
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I  MIGHT  NOTE  THAT  MY  CONCERN  ABOUT  THE  POTENTIAL  EFFECTIVENESS 
OF  A  VOUCHER  PROGRAM  IS  SHARED  BY  THE  GENERAL  ACCOUNTING  OFFICE,  WHICH 
ISSUED  A  REPORT  IN  FEBRUARY  OF  THIS  YEAR  ON  THE  RECOMMENDATIONS  OF 
THE  PRESIDENT'S  COMMISSION  ON  HOUSING. 

ONE  OF  THE  QUESTIONS  RAISED  FOR  CONGRESSIONAL  CONSIDERATION  BY 
THE  GAO  WAS:  "IS  THERE  SUFFICIENT  EXISTING  HOUSING  STOCK  FOR 
A  HOUSING  ASSISTANCE  GRANT  PROGRAM  TO  WORK  EFFECTIVELY  AND  HOW 
WOULD  SUPPLY  AFFECT  PARTICIPATION?" 

THE  GAO  CONCLUDED  THAT  THE  EXISTENCE  OF  SUFFICIENT  RENTAL 
HOUSING  STOCK  IS  CRUCIAL  TO  THE  ULTIMATE  SUCCESS  OF  THE  PROPOSED 
VOUCHER  PROGRAM.   AND,  THE  GAO  NOTED  THAT  A  RENTAL  HOUSING  SHORTAGE 
EXISTS  IN  MANY  AREAS  OF  THE  COUNTRY.   THEREFORE,  ONE  CAN  CONCLUDE 
THAT  SUCH  A  PROGRAM  WOULD  NOT  BE  ENORMOUSLY  SUCCESSFUL  IN  A  CITY 
LIKE  CAMDEN  WHICH  HAS  A  ^/ERY  LIMITED  SUPPLY  OF  DECENT  RENTAL  HOUSING. 

THE  GENERAL  ACCOUNTING  OFFICE  ALSO  NOTED  THAT  A  SHORTAGE  OF  STANDARD 
QUALITY  RENTAL  HOUSING  IN  A  LOCALITY  WOULD  ALSO  HAVE  THE  EFFECT  OF 
INHIBITING  PARTICIPATION  BY  DRIVING  UP  THE  COST  OF  SUCH  HOUSING. 

I  WOULD  ALSO  LIKE  TO  POINT  OUT  ANOTHER  PRACTICAL  CONSIDERATION 
WHICH  WOULD  PUT  A  DAMPER  ON  THE  ADMINISTRATION'S  ASSUMPTION  THAT 
THE  AVAILABILITY  OF  VOUCHERS  WILL  STIffULATE  RENTAL  HOUSING  PRODUCTION. 
ANY  POTENTIAL  PRODUCER  OF  RENTAL  HOUSING  WOULD  HAVE  TO  SECURE  FINANCING 
FOR  HIS  OR  HER  PROJECT.  UNDER  THE  SECTION  8  PROGRAM,  THE  DEVELOPER 
WOULD  APPROACH  A  FINANCIAL  INSTITUTION  WITH  A  15-YEAR  FEDERAL 
COMMITMENT  IN  HAND.   UNDER  THE  VOUCHER  PROGRAM,  THE  DEVELOPER   COULD 
ONLY  CLAIM  TO  HAVE,  AT  THE  MOST,  A  ONE- YEAR  COMMITMENT  FROM  THE  HOLDER 
OF  THE  VOUCHER.   I  DO  NOT  BELIEVE  THAT  SUCH  A  SHORT-TERM  COMMITMENT,  - 
IF  IT  CAN  EVEN  BE  CALLED  THAT,  WOULD  BE  ENOUGH  TO  SATISFY  A  LENDING 
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INSTITUTION  THAT  A  PROPOSED  PROJECT  WILL  BE  ECONOMICALLY  VIABLE. 

NOW,  I  AM  NOT  SAYING  THAT  VOUCHERS  SHOULD  BE  REJECTED  OUT  OF 
HAND.   IN  THE  RIGHT  KIND  OP  RENTAL  MARKET,  THEY  WOULD  HAVE  A 
VERY  APPROPRIATE  ROLE  TO  PLAY.   HOWEVER,  I  WOULD  ASK  THE  SUBCOMMITTEE 
TO  CAREFULLY  REVIEW  THE  PROPOSED  VOUCHER  PROGRAM  TO  DETERMINE 
WHAT  KIND  OF  ROLE  IT  SHOULD  HAVE  IN  A  COMPREHENSIVE  AND  BALANCED 
NATIONAL  HOUSING  PROGRAM  THAT  INCLUDES  OTHER  ASSISTANCE  OPTIONS. 

MR.  CHAIRMAN,  I  HAVE  ALSO  CAREFULLY  ANALYZED  SENATOR  LUGAR'S 
PROPOSAL,  WHICH  WOULD  PROVIDE  APPROXIMATELY  $5  BILLION  IN  FUNDING 
FOR  A  MORTGAGE  INTEREST  REDUCTION  PROGRAM.   AS  IS  THE  CASE  WITH 
THE  PROPOSED  VOUCHER  PROGRAM,  THIS  PROPOSAL  COULD  PLAY  AN  APPROPRIATE 
ROLE  IN  A  NATIONAL  HOUSING  POLICY,  BUT  IT  DOES  NOT  REPRESENT  THE 
SINGLE  ANSWER  TO  OUR  HOUSING  PROBLEMS  BECAUSE  IT  DOES  NOT  ADDRESS 
ITSELF  TO  THE  SHORTAGE  OF  AFFORDABLE  RENTAL  HOUSING. 

SENATOR  DODD  HAS  ADDRESSED  THAT  PROBLEM  IN  AN  IMAGINATIVE  WAY 
IN  S.  2171.   I  MIGHT  NOTE  THAT  CONGRESSMAN  SCHUMER,  WHO  SERVES  ON 
THIS  SUBCOMMITTEE,  HAS  INTRODUCED  COMPANION  LEGISLATION  IN  THE 
HOUSE  OF  REPRESENTATIVES.   BOTH  SENATOR  DODD  AND  CONGRESSMAN  SCHUMER 
ARE  TO  BE  COMMENDED  FOR  THEIR  EFFORTS  IN  DEVELOPING  LEGISLATION 
DESIGNED  TO  RESPOND  TO  THE  CRITICAL  NEED/ REHABILITATE  AND  DEVELOP 
AFFORDABLE  MULTI-FAMILY  RENTAL  HOUSING. 

OF  COURSE,  THE  BEST  OF  ALL  POSSIBLE  WORLDS  WOULD  BE  TO  COMBINE 
BOTH  THE  LUGAR  AND  DODD/SCHUMER  APPROACHES  IN  A  BALANCED  WAY,  AND 
ADD  OTHER  COMPONENTS  SPECIFICALLY  ADDRESSING  OTHER  ASPECTS  OF  OUR 
COMPLEX  NATIONAL  HOUSING  PROBLEM. 

THANKFULLY,  THAT  COMBINED  AND  BALANCED  APPROACH  HAS  BEEN  TAKEN 
BY  THE  CHAIRMAN  OF  THIS  SUBCOMMITTEE,  AND  IS  REFLECTED  IN  THE  PROVISIONS 


Digitized  by  VjOOQIC 


664 


OF  H.R.  5731. 

MR.  CHAIRMAN,  I  COMMEND  AND  SUPPORT  YOUR  COMPREHENSIVE  LEGISLATION 
AND  THE  BALANCED  APPROACH  THAT  IT  TAKES  TO  ADDRESS  THE  MULTIPLE  HoOSil)/^ 
PROBLEMS  OF  THIS  NATION.   HOWEVER,  I  WOULD  ASK  THAT  THIS  SUBCOMMITTEE 
CONSIDER  THE  POSSIBLE  ADDITION  OF  THE  FOLLOWING: 

•  A  HIGHER  AUTHORIZATION  LEVEL  FOR  THE  MULTI- FAMILY 
PRODUCTION  ASSISTANCE  PROGRAM  UNDER  TITLE  II  THAT  WOULD 
REFLECT  A  BALANCED  MIX  BETWEEN  MULT I- FAMILY  AND  HOME 
OWNERSHIP  PRODUCTION  INCENTIVES; 

«   AN  INCREASE  IN  THE  PROPORTION  OF  LOW- MODERATE  INCOME 
UNITS  TO  BE  INCLUDED  IN  ANY  ASSISTED  MULT I- FAMILY 
CONSTRUCTION  PROJECT; 

•  AN  INCREASE  IN  THE  NUMBER  OF  YEARS  THAT  ASSISTED 
HOUSING  UNITS  WOULD  BE  RESERVED  FOR  LOW-MODERATE  INCOME 

FAMILIES; 

«  PROVIDE  FOR  A  SMOOTH  TRANSITION  FROM  NEW  AND 
SUBSTANTIAL  REHABILITATION  SECTION  8  PROGRAMS  TO 
NEW  MULTI-FAMILY  HOUSING  PRODUCTION  ASSISTANCE  GRANTS; 

•  PROVIDE  EXISTING  PUBLIC  HOUSING  PROJECTS  WITH  SUFFICIENT 
OPERATING  AND  MAINTENANCE  FUNDING,  AT  LEAST  EQUAL  TO 
FISCAL  YEAR  1982  LEVELS; 

•  CONSIDER  SOME  FORM  OF  TARGETED  INCENTIVES  FOR  INNER-CITY 
RENTAL  HOUSING  PRODUCTION,  SUCH  AS  A  TARGETED  TAX  CREDIT; 

•  UNDERTAKE  A  CONSUMER  VOUCHER  PROGRAM,  FUNDED  AT  A 
REALISTIC  LEVEL,  ON  AN  EXPERIMENTAL  BASIS.   SUCH 
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AN  EXPERIMENTAL  VOUCHER  PROGRAM  SHOULD  INCLUDE 
AUTHORIZATION  FOR  MULTI-YEAR  VOUCHERS  SO  THAT 
LANDLORDS  AND  DEVELOPERS  HILL  TRULY  HAVE  AN 
INCENTIVE  TO  UNDERTAKE  RENTAL  HOUSING  CONSTRUCTION 
OR  REHABILITATION. 

MR.  CHAIRMAN,  I  ffOULD  ALSO  ASK  THE  MEMBERS  OF  THIS  SUBCOMMITTEE 
TO  CAREFULLY  CONSIDER  THE  THOUGHTFUL  REMARKS  THAT  WERE  MADE  YESTERDAY 
BY  MR.  HILLARD  GOURLEY  ON  BEHALF  OF  THE  MORTGAGE  BANKERS  ASSOCIATION 
OF  AMERICA,  REGARDING  THE  DEFENSE  BUDGET  PROPOSALS  ADVANCED  BY  THE 
ADMINISTRATION.   I  SHARE  MR.  GOURLEY 'S  DEEP  CONCERN  ABOUT  THE 
POTENTIALLY  DISASTROUS  IMPACT  OF  THE  DEFENSE  BUDGET  ON  OUR  NATIONAL 
ECONOMY. 

I  KNOW  THAT  THIS  SUBCOMMITTEE  DOES  NOT  HAVE  JURISDICTION  OVER 
PROPOSED  DEFENSE  OUTLAYS,  BUT  AS  MEMBERS  OF  THE  HOUSE  OF  REPRESENTATIVES, 
EACH  AND  EVERY  MEMBER  OF  THIS  SUBCOMMITTEE  HILL  HAVE  A  VOICE  AND  A 
VOTE  ON  THIS  EXTREMELY  IMPORTANT  ISSUE. 

CALCULATIONS  PERFORMED  BY  MY  STAFF  INDICATE  THAT  A  1%  CUT  IN 
THE  DEFENSE  BUDGET  COULD  MAKE  POSSIBLE  A  25%  INCREASE   IN  THE  AMOUNT 
OF  FUNDING  AVAILABLE  FOR  NATIONAL  HOUSING  PROGRAMS.   I  HOULD  ASK  THE 
MEMBERS  OF  THIS  SUBCOMMITTEE  TO  KEEP  THAT  THOUGHT  IN  MIND  AS  THE 
BUDGET  DEBATE  UNFOLDS  IN  THE  CONGRESS. 

AS  PUBLIC  OFFICIALS  SWORN  TO  UPHOLD  THE  CONSTITUTION  OF  THE 
UNITED  STATES,  YOU  AND  I  HAVE  A  RESPONSIBILITY  TO  ALL  THE  PEOPLE. 
AND,  I  MIGHT  ADD,  THAT  HE  HAVE  A  SPECIAL  RESPONSIBILITY  TO  THE 
LESS  PRIVILEGED  MEMBERS  OF  OUR  SOCIETY.   THAT  SPECIAL  RESPONSIBILITY 
INCLUDES  PROVIDING  MORAL  LEADERSHIP  IN  TIMES  LIKE  THES^  WHEN  SOME 
CLAIM  THAT  HE  HAVE  TO  SACRIFICE  THE  MOST  BASIC  NEEDS  OF  THE  LESS 
FORTUNATE  IN  ORDER  TO  REBUILD  OUT  DEFENSE  CAPABILITY.   IF  HE  RETREAT 
FROM  THE  MOST  BASIC  STANDARDS  OF  HUMAN  DECENCY,  HHAT  HILL  HE  HAVE 
LEFT  THAT  IS  WORTH  DEFENDING? 

MR.  CHAIRMAN,  PERMIT  ME  ONCE  AGAIN  TO  COMMEND  YOU  AND  YOUR 
COSPONSORS  FOR  TAKING  A  MORAL  AS  HELL  AS  A  LEGISLATIVE  STAND. 
YOU  HAVE  MY  APPRECIATION  AND  MY  SUPPORT  AND  MY  RESPECT. 

THANK  YOU  VERY  MUCH. 
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Chairman  Gonzalez.  Thank  you,  Mayor,  very  much. 

We  will  proceed  under  the  5-minute  rule.  The  only  real  question, 
basically  that  I  have,  is  one  that  I  raised  yesterday  with  one  of  the 
panelists.  And  that  is  if  your  organizations,  or  you  individually, 
have  had  a  chance  to  analzye  the  legal  impact  of  this  attempt  to 
shift  from  the  Federal  level  to  the  State  level  some  of  these  pro- 
grams. For  example,  what  happens  to  the  legal  responsibility  in 
the  case  of  displaced  persons,  or  businesses? 

In  the  Compensation  Act  on  the  Federal  level,  that  I  am  particu- 
larly interested  in  because  I  was  the  author  of  that  amendment  in 
the  1965  Omnibus  Housing  Act,  which  gave  rise  to,  what  at  first  we 
called  the  demonstration  cities,  and  became  Model  Cities,  which 
succeeded  in  my  jurisdiction.  And  there  was  a  tremendous  need, 
then,  to  try  to  bring  some  justice  in  the  compensation  laws  for  the 
people  and  businesses  who  were  being  displaced  because  of  Federal 
progams,  whether  they  were  highway  programs,  or  whether  they 
were  exercising  imminent  domain  because  of  some  community  im- 
provements, or  housing  projects.  There  was  a  great  injustice  for 
decades,  as  I  think  that  you  will  recall. 

And  we  tried  to  do  a  little  bit,  and  we  did  improve  some,  but  now 
apparently  the  question  has  arisen  again.  If  say,  the  major  thrust 
of  these  community  development  block  grants  and  the  related  pro- 
grams are  transferred,  what  happens  to  the  array  or  the  structure 
of  compensation  to  try  to  equalize  or  bring  back  to  full  integrity 
those  persons  or  individuals,  or  groups,  that  suffered  a  loss  because 
of  relocation? 

There  is  some  serious  question  that  we  cannot  translate  that  re- 
sponsibility, or  whether  the  Federal  array  of  protection  in  that  re- 
spect could  be  coequally  transferred  with  the  programs. 

Have  any  of  you  any  knowledge  as  to  the  evaluation  of  that  from 
a  legal  standpoint,  by  your  staff?  And  let  me  say  that  Mr.  Murphy, 
who  is  the  executive  secretary,  I  believe,  of  the  counties'  organiza- 
tion, we  ought  to  introduce  him.  Mr.  Murphy,  will  you  stand  and 
take  a  bow,  because  I  do  want  to  say  that  he,  and  some  of  the  other 
aides  and  assistants  and  executive  directors  that  are  here,  have 
helped  to  formulate  this  bill,  and  I  want  to  thank  you  for  your  sup- 
port of  it.  It  is  so  crucial  and  needed  at  this  time,  that  I  must  say, 
for  the  record,  that  it  reflects  the  needs  and  in  turn  reflected  by 
your  very  valuable  staff. 

This  was  drafted  only  after  long  hours  of  consultation  by  the 
staff  of  the  subcommittee  and  your  staffs  and  also  some  local  offi- 
cials, as  well  as  the  expertise  from  some  of  the  organizations  that 
testified  yesterday,  the  homebuilders,  for  instance,  who  have  tre- 
mendous assets  in  their  economic  staffs,  and  their  economic  ex- 
perts. 

We  must  remember  that  the  President  only  gave  us,  in  very 
broad  and  general  outline  his  new  federalism.  We  have  been  prom- 
ised the  nuts  and  bolts  of  it,  but  have  not  as  yet  received  it. 

Now,  these  are  problems  that  must  be  considered,  integral  with 
the  whole  package,  and  I  was  just  wondering  if  you  had  some  eval- 
uation or  chance  to  evaluate  that? 

Mayor  Thomas? 
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Tbomas,  Mr.  Chairman.  I  would  like  to  recognize  Barry 
of  the  Conference  of  Mayors  who  is  a  \-er>-  smart  man  and 
f  a  great  grasp  of  these  things. 

Let  me  share  with  you  an  experience  that  we  had  in  Norfolk. 
There  was  a  private  housing  de\-elopment  of  some  1,500  units 
which  had  deteriorated  so  badly  that  it  was  not  rehabilitatable, 
and  the  private  owners  wanted  to  dispose  of  the  property.  The 
rents  were  down  to  $150  to  $200  a  month  there.  The  city  alwa3rs 
needs  property  for  industrial  uses,  and  our  big  industrial  park  had 
just  about  been  exhausted  at  this  particular  time.  The  housing 
onits  were  under  the  flight  path  of  our  airport  and  so  there  were 
environmental  noise  problems  involved  in  putting  housing  back 
there  and  we  needed  industrial  land. 

We  were  also  worried  about  what  would  happen  to  the  tenants, 
under  a  private  transaction,  in  phasing  out  this,  or  in  doing  away 
with^  or  in  selling  this  particular  property.  So  the  city  bought  this 
property  to  take  care  of  those  mimicipal  goals,  to  get  more  indus- 
trial property  and  to  help  phase  the  property  out  so  that  the  ten- 
ants would  receive  the  best  treatment  possible. 

Unfortunately,  we  did  not  have  any  funds  with  which  to  offer 
any  extensive  relocation.  And  we  got  involved  in  a  legal  battle  with 
the  tenants'  organization.  And  the  ultimate  result  was  a  settlement 
with  HUD  where  we  got  some  section  8  units,  300,  on  our  promise 
to  use  our  best  efforts  to  match  that  on  a  20-  to  80-percent  ratio  for 
market  rate  housing. 

WeUL  we  went  through  a  pretty  tough  political  process  over  all  of 
this  and  had  to  face  up  to  the  problems  of  relocation  where  there 
was  no  Federal  responsibility  or  any  Federal  prc^ams  to  help  us 
with  it.  And  frankly  the  tenants  did  not  come  out  too  well  on  this. 

We  actually  acquired  the  property  in  three  phases  and  allowed 
the  tenants  to  shift  around  and  this  particular  housing  unit  had  a 
60-percent  turnover  per  year  anyway,  and  many  of  the  people  that 
lived  there  were  Navy  people  that  were  coming  and  going,  or  sit- 
ting there,  waiting  until  they  could  find  other  housing. 

We  have  taken  two  phases  of  that  now,  and  the  third  phase  is 
still  occupied.  And  we  really  are  going  to  have  a  very  tough  time  in 
relocating  those  people  now,  especially  in  view  of  the  tight  rental 
market  in  our  area.  We  are  squeezed  between  that  and  the  fact  the 
property  is  deteriorating  and  there  is  not  much  sense  in  spending 
money  when  we  are  going  to  phase  it  out. 

So  that  is  the  type  of  problem  that  cities  are  going  to  have  to 
deal  with  if  they  phase  out  their  public  housing  and  these  other 
things  that  have  been  proposed,  or  suggested. 

So,  my  answer  to  your  question  is,  I  do  not  know  what  the  legal 
implications  are  but  I  am  sure  that  there  will  be  litigation  as  these 
things  come  about,  without  the  same  sort  of  relocation  support  that 
we  have  had  in  the  Federal  orograms. 

Ms.  Reynolds.  If  I  might,  Mr.  Chairman? 

Chairman  Gonzalez.  Yes,  Ms.  Reynolds? 

Ms.  Reynolds.  The  relocation  payments  made  now,  through  a  va- 
riety of  prc^ams  have  been  one  of  the  things  that  made  the  pro- 
grams acceptable,  and  I  think  all  of  our  communities,  whether 
through  Model  Cities  down  to  the  things  that  are  being  done  today, 
were  made  possible  to  a  great  extent  by  the  fact  that  there  is  a 
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commitment  there,  to  make  sure  that  the  people  who  have  to  be 
displaced,  for  the  larger  public  good,  are  not  left  out  on  the  street, 
with  their  belongings  around  them  but  are  provided  either,  compa- 
rable housing,  specifically,  or  payments  of  another  type,  or  if  it  is  a 
small  business,  to  allow  them  to  reestablish  themselves  in  the  com- 
munity. 

The  only  information  that  the  National  League  of  Cities  has  that 
I  am  aware  of  at  the  moment,  is  that  there  is  a  bill  being  drafted 
by  the  administration  which  would  take  community  development 
and  housing  requirements  out  from  under  the  Uniform  Relocation 
Act  and  that  is  not  something  which  our  organization  would  feel 
comfortable  accepting. 

We  have  not  analyzed  the  legal  responsibility  in  the  case  of  dis- 
placed persons  or  businesses  if  CDBG  was  shifted  from  the  Federal 
level  to  the  State  level.  In  assessing  the  legal  complications  of 
doing  that,  we  must  ask  how  much  liability,  for  example,  would  a 
local  government  have,  and  I  think  that  most  local  governments  in 
this  country  have  come  to  accept  Federal  relocation  assistance  as 
part  of  doing  business.  The  problems,  of  course,  become  economic. 
If  localities  decided  to  make  the  moral  commitment  to  do  what  is 
right,  that  would  severely  restrict  our  abilities  to  do  programs 
without  the  provision  of  Federal  relocation  assistance. 

And  I  think  that  we  would  find  ourselves  in  the  same  economic 
crunch  that  unfortunately  Congress  finds  itself  in. 

Chairman  Gonzalez.  Thank  you,  very  much.  That  is  very  valua- 
ble. My  time  is  expired.  I  am  going  to  ask  unanimous  consent  that 
in  case  later  I  do  not  have  the  opportunity  to  ask  three  other  ques- 
tions that  I  may  be  permitted  to  include  them  in  the  record  in  time 
for  the  transcript  so  that  the  panelists  might  answer  them. 

Mr.  Stanton? 

Mr.  Stanton.  Thank  you,  very  much,  Mr.  Chairman,  and  gentle- 
men and  ladies.  Thank  you,  once  again,  for  your  testimony  this 
morning. 

I  enjoyed  listening  to  your  testimony,  realizing  of  course,  who 
you  represent  in  our  cities  and  counties.  I  had  the  pleasure  of  being 
a  member  of  the  County  Commissioners  Association  for  8  years, 
before  I  came  to  Congress. 

Ms.  Keeton.  My  children  all  grew  up  in  Ohio,  I  spent  30  years  in 
Ohio  myself. 

Mr.  Stanton.  Certainly,  realizing  the  problems  that  the  city  of 
Camden  has,  I  would  have  to  say  that  it  is  similar  somewhat  to 
Cleveland.  What  has  hit  me  though,  is  that  once  again,  as  we  will 
have  to  stress,  is  the  limited  resources  that  we  have  to  solve  these 
problems,  in  the  context  of  the  housing  bill. 

And  specifically,  in  really  the  only  legislation  before  us  at  this 
time,  the  chairman's  bill.  You  recognize,  of  course,  that  he  has,  I 
think,  earmarked  about  $1.3  billion  for  a  new  multifamily  pro- 
gram. 

In  listening  to  you,  here,  the  thought  passed  through  my  mind, 
and  I  would  like  to  at  least  get  your  impressions.  Instead  of  the 
new  multifamily  program,  if  we  would  take  maybe  $1  billion  of 
that  $1.3  and  add  that  to  the  community  development  block  grant 
program,  with  the  understanding  that  this  money  would  either  be 
added  to  the  total  and  we  make  housing  an  eligible  activity,  or  we 
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could  even  go  further  perhaps,  and  maybe,  take  this  money  and 
earmark  it  for  housing,  which  you  could  include  under  your  com- 
munity development  block  grant. 

My  thought  is  fundamentally,  in  listening  to  you,  and  listening 
to  the  problems  of  Camden,  that  either  for  new  housing  or  rehabili- 
tation, you  could  utilize  that  money  quicker  and  to  better  advan- 
tage than  coming  out  in  another  all  new  program  in  which  at  the 
earliest,  we  would  all  admit,  if  we  have  one  in  December,  we  are 
doing  well. 

Certainly  it  is  well  into  next  year,  before  we  could  start  this  pro- 
gram and  this  is  something  that  we  could  certainly  get  the  results 
out  quicker.  I  wish  I  could  hear  some  comments  from  you,  on 
thoughts  like  that.  I  know,  Ms.  Keeton,  you  had  one  little  bit  that 
alluded  to  it  at  least. 

Ms.  Keeton.  Our  comments  were  that,  if  there  is  to  be  a  distribu- 
tion, we  would  recommend  that  the  committee  consider  providing  a 
formula  entitlement  distribution  of  these  funds.  But  that  is  not 
necessarily  pooling  it  with  too  many  other  things.  And  we  were 
concerned  that  one  be  able  to  plan  ahead,  to  coordinate  all  of  the 
other  community  efforts  that  really  support  healthy  communities. 

My  personal  concern  is  about  giving  it  the  flexibility  of  a  block 
grant  Program.  That  is  important.  In  our  own  county,  we  have  put 
substantially  all  of  our  block  grant  moneys  to  date  into  revitalizing 
the  communities  that  were  most  in  need  of  that  and  often  directly 
into  housing  renovation. 

But  I  think  that  the  dollars  have  got  to  be  there  so  that  what  we 
do  not  end  up  doing  is  have  six  responsibilities  and  funds  for  only 
two.  So  that  there  is  the  matter  of  maintaining  the  acknowledg- 
ment of  the  responsibility  for  housing  and  I  cannot  deflne  the  spe- 
cifics of  this,  but  would  urge  you  not  to  let  it  be  hidden  and  ab- 
sorbed. To  have  to  choose  between  the  health  and  welfare  in  many 
different  ways,  is  a  very  difficult  choice,  which  you  are  making 
now,  and  we  have  to  do  constantly  also.  But  I  would  hope  that  this 
committee,  with  its  special  responsibility  for  housing,  would  contin- 
ue to  leave  that  identified.  We  would  be  happy  to  work  with  you  on 
a  block  grant  pattern  on  that. 

Mayor  Primas.  I  would  be,  I  guess,  concerned  about  the  amount 
of  dollars  that  would  be  available.  In  the  city  of  Camden  we  receive 
a  little  over  $4  million  a  year  in  community  development  funds,  of 
which  approximately  60  percent  in  the  past  has  gone  to  housing  re- 
habilitation. 

And  we  have  begun  only  to  scratch  the  surface  of  the  problem. 
So,  that  concept  would  require  sufficient  funding,  I  would  think. 
And  I  would  be  concerned  about  the  effect  of  it. 

Mayor  Thomas.  I  think  that  generally  is  the  position  of  the  Con- 
ference of  Mayors.  We  are  worried  that  we  are  loading  too  much 
on  the  community  development  block  grant  program  now.  There 
should  be  some  separate  housing  effort.  But  as  you  know,  a  great 
deal  of  the  CD  money  is  being  used  for  housing  now,  in  one  way  or 
another. 

Ms.  Reynolds.  Mr.  Stanton,  I  would  like  to  echo,  the  statements 
of  my  colleague.  My  problem  with  that,  first  of  all,  the  National 
League  of  Cities  has  had  a  very  firm  policy  through  my  committee 
for  the  last  several  years,  that  the  CD  program  should  retain  as 
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much  integrity  as  we  can  manage  to  have  it  retain  through  all  of 
these  processes. 

That  it  was  developed  and  blessedly  so,  with  some  specific  things 
in  mind,  housing  being  one  component.  But  the  whole  community 
development  aspect  of  that  was  the  primary  purpose.  And  most 
cities,  including  mine,  are  staffed  toward  that  and  we  function 
through  that  whereas  our  housing  component  is  substantially  dif- 
ferent. 

Theoretically,  you  could  take  all  Federal  money,  including  this 
and  put  it  under  one  local  agency  and  say,  go  at  it,  and  maybe 
there  would  just  be  a  maxi  revenue-sharing  plan,  which  may  in  the 
future  be  the  way  to  go.  I  do  not  know. 

At  this  point  in  time,  our  housing  needs  are  very  specifically  dif- 
ferent than  most  communities  and  so  are  our  community  develop- 
ment needs.  And  I  think  that  you  would  have  to  allocate  money 
differently  throughout  the  Nation  to  communities  than  you  do  on 
just  CD.  These  CD  formulas  that  we  have  now,  through  the  entitle- 
ment cities  and  the  other  tracks  it  runs  on,  has  been  responsive  to 
local  CD  needs.  I  would  need  some  convincing,  although  obviously, 
that  would  be  in  your  ball  park  to  be  convinced,  and  not  mine,  that 
it  would  simplify  matters  to  any  extent  to  do  that. 

I  think  that  most  communities  in  this  nation  have  competent 
housing  authorities,  or  whatever  mechanism  they  use  to  do  it.  And 
the  people  use  to  dealing  with  those  things  need  to  be  involved  and 
would  be  involved  regardless  of  how  you  would  send  the  money 
through,  whether  it  be  a  CD  housing  block  grant  or  any  other 
mechanism. 

I  think  that  the  cities  and  counties  in  this  Nation  are  more  than 
open  to  looking  at  whatever  avenues  are  going  to  be  best  for  the 
future  to  keep  that  commitment  to  housing  in  this  country. 

Mr.  Stanton.  Let  me  conclude,  by  telling  you  to  think  about  it. 
Because,  I  had  the  thought  pass  through  my  mind  that  $1.3  billion, 
I  was  told  the  other  day,  would  only  provide  for  about  12,000  units 
for  low-  and  moderate-income  families.  The  $1  billion  would  in- 
crease community  development  block  grant  funds  by  a  third,  and 
give  you  the  flexibility  to  utilize  that  money,  in  addition  to  what 
you  have  got  now,  for  rehabilitation,  to  utilize  in  housing. 

So  give  it  some  thought  before  you  turn  it  down  out  of  hand.  Let 
me  start  with  the  premise  that  neither  one  may  be  available.  At 
the  moment  the  odds  are  that  neither  one  would  be  available.  But 
a  new  program  would  not  be  in  effect  for  a  couple  of  years,  and  I 
am  looking  at  something  that  might  be  quicker. 

Think  about  it. 

Chairman  Gonzalez.  Excuse  me  for  interrupting,  I  think  that 
the  record  should  show  though  that  our  projections  for  that  $1.3 
billion  were  not  12,000,  but  anywhere  from  50,000  to  100,000  units. 
So  I  think  that  we  ought  to  show  that. 

Mr.  Stanton.  I  was  talking  about  the  20  percent  of  that,  which 
would  be  the  low-  and  moderate-income  units.  But  you  are  right  on 
the  total  amount. 

Chairman  Gonzalez.  Mayor  Thomas? 

Mayor  Thomas.  Just  another  point,  Mr.  Stanton.  If  you  put  those 
funds  in  the  community  development  block  grant  program,  I  think 
that  they  could  produce  a  certain  number  of  units  of  housing,  but 
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since  that  is  discretionary,  they  could  not  produce  that  particular 
number. 

And  one  problem  that  we  have,  and  I  think  that  it  runs  to  most 
all  Federal  programs,  is  the  whole  matter  of  targeting  versus  uni- 
versalization.  We  tend,  I  guess  for  political  reasons,  to  universalize 
programs  to  get  the  support.  We  cover  more  people,  so  we  put  in 
more  communities  in  the  community  development  block  grant  pro- 
gram and  into  the  EDA  programs  until  finally,  everybody  is  dis- 
tressed and  there  is  really  no  targeting. 

What  we  need  if  we  want  to  save  money  is  to  target  better. 

Mr.  Stanton.  I  appreciate  that.  You  are  right.  There  would  be 
no  guarantee  that  there  would  be  more  housing  built.  But  there 
would  be  a  guarantee  that  the  mayor  of  Camden,  if  he  wanted  the 
money  for  rehabilitation,  which,  as  I  am  reading  his  testimony,  is 
very  important  to  him,  would  be  there  in  addition  to  what  is  al- 
ready there. 

Chairman  Gonzalez.  Once  again,  we  are  honored  by  the  pres- 
ence of  the  ranking  member  of  this  subcommittee  and  the  chair- 
man of  the  full  committee,  Mr.  St  Germain. 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman. 

Ms.  Reynolds,  you  mentioned  in  your  statement  that  you  are  sup- 
portive of  the  312  rehab  loan  program  and  that  pleases  me  im- 
mensely. Now,  we  at  the  committee  have  learned  that  HUD  is 
planning  to  restrict  the  use  of  312  funds  only  to  multifamily  proj- 
ects or  to  support  urban  homesteading  programs. 

Do  you  agree  that  312  should  be  limited  in  that  manner? 

Ms.  Reynolds.  No,  sir.  It  is  the  opinion  of  the  National  League  of 
Cities  that  the  312  program  which  we  feel,  again,  has  been  a  very 
constructive  one  for  many  of  our  communities  should  not  necessar- 
ily be  limited  as  the  proposal  from  HUD  suggests. 

We  have  had  many  experiences  at  the  local  level  with  Federal 
programs.  Some  have  been  awful.  And  some  have  been  very  good. 
And  we  have  become  very  protective  of  those  that  have  been  very 
good.  I  do  not  see  that  the  program  as  it  has  been  delineated  to 
date  in  terms  of  its  eligibility  has  in  any  way  failed  to  meet  the 
needs  that  it  was  set  up  to  do.  We  are  not  of  the  opinion  that  it 
should  be  further  narrowed  at  this  point. 

Mr.  St  Germain.  Mayor  Primas,  I  think  that  maybe  you  should 
address  this  one,  as  well. 

Mayor  Primas.  Yes;  I  would  not  be  supportive  of  it  being  restric- 
tive. I  think  this  has  been  a  viable  program,  particularly  in  our 
city,  and  one  that  we  should  continue  to  have  so  that  we  would  cer- 
tainly not  support  that. 

Mr.  St  Germain.  Ms.  Keeton? 

Ms.  Keeton.  Thank  you,  I  would  concur.  As  I  testified,  I  am 
chairing  the  Governor's  housing  task  force  for  the  State  of  Mary- 
land, and  have  had  an  opportunity  to  learn  about  housing  across 
the  State.  And  we  are  finding  that  this  rehab  program  has  been 
effectively  used  in  smaller  rural  counties  as  well  as  very  effective, 
of  course,  in  the  Baltimore  area. 

Mr.  St  Germain.  Mayor  Thomas,  I  do  not  want  to  leave  you  out 
of  this. 

Mayor  Thomas.  I  would  generally  agree  that  we  need  as  much 
flexibility  and  local  discretion  in  these  matters  as  possible.  I  think 
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that  just  knowing  the  difference  between  the  current  housing  mix 
and  the  situation  in  Norfolk  versus  Camden  you  are  bound  to  come 
to  that  conclusion  that  each  city  is  different  and  each  city  needs  to 
be  able  to  formulate  its  own  program. 

We  have  been  involved  in  this  for  40  years  and  we  figure  that  we 
are  pretty  good  at  knowing  what  we  need  and  how  to  accomplish  it. 
We  just  do  not  have  the  resources. 

Mr.  St  Germain.  Your  replies  are  music  to  my  ears.  Thank  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Chairman.  Mr.  Lundine? 

Mrs.  RouKEMA.  Mr.  Chairman? 

Chairman  Gonzalez.  I  beg  your  pardon.  A  while  ago,  I  looked 
over  and  did  not  see  our  charming  colleague.  Mrs.  Roukema? 

Mrs.  Roukema.  Thank  you,  Mr.  Chairman.  Mayor  Primas,  as  an- 
other fellow  New  Jerseyan,  I  would  like  to  greet  you.  We  come 
from  opposite  ends  of  the  State.  This  is  our  first  opportunity  to 
meet.  But  I  was  most  impressed  by  your  testimony.  I  understand 
the  problems  of  Camden  and  I  think  that  you  have  advocated  your 
position  well. 

Mayor  Primas.  Thank  you. 

Mrs.  Roukema.  I  do  not  know  if  we  can  be  as  generous  as  you 
would  like  us  to  be.  I  share  the  problem  for  you  and  the  other 
members  of  the  panel.  The  problem  that  you  quite  correctly  point- 
ed out,  regardless  of  the  merits  of  the  voucher  system,  and  I  think 
that  there  are  many  merits  to  a  voucher  system,  it  does  not  deal 
with  the  problem  in  areas  such  as  yours,  of  the  severe  shortage  of 
housing  stock. 

Mayor  Primas.  That  is  correct. 

Mrs.  Roukema.  And  I  also  am  somewhat  sympathetic  to  your 
point  of  view  on  the  relationship  to  defense  spending  and  what 
some  modest  reductions  in  the  projections  of  that  increase  might 
mean.  However,  there  are  all  kinds  of  competing  interests  for  the 
scarce  funds  available — housing  only  being  one. 

For  the  panel  in  general,  let  me  say,  that  I  am  most  sympathetic 
with  the  statement  that  Mr.  Stanton,  our  ranking  Member  has  pre- 
sented to  you,  for  your  consideration,  and  that  is,  given  the  reality 
of  the  scarce  funds  and  given  the  sort  of  immediacy  of  the  problem, 
I  would  urge  and  invite  you  to  think  carefully  about  the  communi- 
ty development  block  grant  concept. 

Based  upon  my  experience  through  assisted  senior  citizen  hous- 
ing, in  my  own  community,  and  in  my  county  where  I  worked  on 
numerous  boards,  volunteer  boards,  nonprofit  organizations,  I  know 
the  failures,  and  the  costly  failures  of  present  Federal  prc^ams, 
and  I  think  that  what  we  are  trying  to  do  here,  is  deliver  more 
housing  for  more  people  given  limited  resources. 

I  think  that  the  community  development  block  grant  program  is 
one  way  of  possibly  getting  more  return  for  our  dollars.  Vouchers 
are  another.  But  we  are  still  left  with  the  problem  of  increasing 
housing  stock.  I  would  like  any  of  your  comments  on  rehab  pro- 
grams and  particularly  what  the  three  groups  that  were  represent- 
ed yesterday  emphasized,  and  an  area  that  is  being  widely  dis- 
cussed, the  advantages  of  mortgage  revenue  bonds,  as  a  part  of  a 
component  of  a  new  housing  program. 

Ms.  Keeton.  Yesterday,  I  had  two  calls,  from  people  who  did  not 
make  it  in  the  tandem  raffle  that  had  projects  that  had  been 
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planned  for  over  1  year  that  had  received  the  allocations  which  are 
very  much  competed  for  in  our  general  area.  And  we  have  also,  as 
a  county,  approved  industrial  revenue  bonds  for  them  as  security 
and  backup. 

But  as  they  begun  to  look  at  what  the  market  interest  rates  will 
be  for  those  and  we  have  also  required  them  to  keep  a  commitment 
to  distribute  the  20  percent  required  under  the  IRB's  throughout 
all  the  bedroom  sizes. 

And  one  of  them  was  calling  to  say  that  the  arithmetic  makes  it 
very  difficult  to  honor  the  three-bedroom  units  and  our  housing  as- 
sistance plan  makes  it  clear  that  we  have  accommodated  a  great 
many  elderly  people,  very  proudly.  But  we  need  also  to  accomodate 
families. 

And  we  have  tended  to — you  know  it  has  been  easier  to  do  the 
elderly — politically  and  it  has  been  important  to  do.  But  we  cannot 
neglect  the  families.  And  many  of  these  are  families,  are  single- 
parent  households  with  children  and  others  that  really  need  this. 

So  I  think  that  the  interest  rates  for  IRB's,  the  arithmetic  and 
construction,  and  I  am  talking  about  new  construction  now,  for 
substantial  rehab,  make  it  difficult  to  carry  out  the  programs  that 
are,  and  I  think  that  the  emphasis  in  this  legislation  on  GNMA 
continuing  at  a  satisfactory  level,  really  would  make  the  marginal 
difference  there. 

We  are  willing  to  try  and  we  are  grateful  for  their  commitment, 
but,  at  this  point,  nobody  has  used,  and  we  have  approved  five  of 
those,  because  we  are  so  determined  not  to  lose  these  projects.  But 
I  think  that  tandem  is  a  better  way  to  guarantee  that  the  new  con- 
struction happens. 

Ms.  Reynolds.  If  I  might  respond?  I  think  that  the  key  word  that 
you  used  is  component.  Because  that  suggests  that  we  are  talking 
about  a  wide  strategy  to  meet  housing  needs  across  the  country. 

I  think  that  no  one  program,  whether  it  be  a  voucher  or  a  section 
8  or  anything  else,  can  meet  all  of  our  needs  or  any  of  the  various 
needs  within  an  individual  community.  The  city  and  county  of 
Denver  has  used  MRB's  and  are  again  using  them  to  good  effect. 

It  is  a  very  small  component  of  what  we  need  and  what  we  can 
do  for  housing,  however.  But  it  is  not  one  that  we  would  like  to  lose 
entirely,  because  it  is  something  that  we  have  been  able  to  control 
through  the  local  level.  And  which  involves  the  private  side.  So  it 
is  not  a  straight  deep  subsidy  across  the  board,  but  it  involves  pri- 
vate money  and  private  commitment. 

The  reason  that  we  are  all  here  talking  about  Federal  commit- 
ment to  housing,  is  because  housing  is  very  expensive  and  becom- 
ing more  so.  And  because  there  is  no  way  that  all  of  the  individuals 
in  our  communities  can  make  it  on  their  own  in  terms  of  safe,  ade- 
quate housing. 

And  there  is  also  no  way  that  a  given  community  such  as 
Denver,  can  with  its  limited  resources,  in  terms  of  what  we  are  al- 
lowed to  do  in  raising  tax  dollars,  meet  either.  And  I  guess  the  plug 
I  am  trying  to  make  is  for  a  continued  Federal  commitment  of  one 
kind  or  another.  Not  that  it  should  not  be  adjusted  as  extraordi- 
nary times  demand,  but  simply  that  this  is  not  a  program  that,  the 
housing  program  cannot  be  left  entirely  to  State  localities  because 
we  are  also  varied  in  terms  of  our  resources  to  meet  it. 
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And  very  often  those  communities  with  the  greatest  need  in 
housing  are  the  communities  with  the  fewest  resources  to  meet 
them.  So  whatever  the  Congress  and  the  administration  and  the 
consortium  of  local  governments  end  up  recommending,  I  think 
that  there  has  to  be  a  base  line  commitment  that  as  it  has  been  for 
45  years,  housing  is  really  a  joint  venture.  A  many  legged  stool,  if 
you  will,  between  the  private  sector,  and  the  cities,  and  the  coun- 
ties, and  the  State,  and  the  Federal  Government. 

And  the  drastic  move  we  see  from  one  of  those  legs,  the  Federal 
Government  right  now,  is  fine  if  that  is  what  the  times  demand. 
But  it  is  going  to  require  money  and  patience  and  some  time  to 
allow  the  other  members  to  catch  up  and  figure  out  how  we  are 
going  to  make  that  balancing  act  give  us  a  level  stool  for  our  peo- 
ples housing  needs. 

Mrs.  RouKEMA.  Thank  you,  I  am  told  my  time  has  expired.  But  I 
would  like  your  further  comments  and  analysis  of  the  community 
development  block  grant  program. 

Chairman  Gonzalez.  Mr.  Lundine? 

Mr.  Lundine.  Thank  you,  Mr.  Chairman.  Ladies  and  gentlemen 
it  is  a  delight  to  welcome  you,  who  are  at  the  action  level  of  the 
Government,  to  give  us  your  comments  on  the  Nation's  crisis  in 
housing  and  community  development. 

I  was  conversing,  the  other  day,  with  a  fellow,  that  I  consider  to 
be  one  of  the  greatest  experts  on  housing  programs  in  America  and 
he  told  me,  half  kiddingly  I  guess  and  half  cynically,  that  there  is 
an  immutable  rule  about  housing  programs  in  this  country.  And 
that  is  that  they  last  for  only  7  years. 

I  am  sorry  the  gentleman  from  Ohio,  Mr.  Stanton,  is  not  here  be- 
cause he  has  got  the  kind  of  experience  to  confirm  or  deny  that. 
But  he  went  through  the  whole  history  of  the  program  since  1949 
and  proved  that  we  changed  programs  every  7  years.  And  if  that  is 
the  case,  we  are  due  to  change  the  program  this  year. 

There  is  being  discussed  some  alternatives  to  section  8.  And 
indeed,  you  have  discussed  some  of  the  problems  and  some  of  the 
situations  regarding  section  8  and  you  may  have  skirted  on  this 
issue  in  answer  to  questions  by  Mrs.  Roukema  and  others. 

I  am  interested,  if  you  have  one,  in  your  opinion  regarding  the 
greater  flexibility  given  to  local  communities  under  the  chairman's 
bill,  H.R.  5731,  with  a  $1.3  billion  program  targeted  to  communities 
with  low  vacancy  rates  as  opposed  to  the  rigidity  of  section  8  ad- 
ministered on  a  national  basis. 

Are  you  in  a  position,  either  individually  or  on  behalf  of  your  or- 
ganizations, to  comment  on  this  proposal? 

Ms.  Reynolds.  I  will  take  a  shot,  if  I  might.  As  I  said,  in  my 
original  testimony,  the  NLC  is  supportive  of  the  proposal.  And  does 
feel  that  it  has  a  great  chance  of  meeting  those  needs.  We  feel  rea- 
sonably good  about  it.  As  I  also  said  in  the  testimony  we  have  a 
few  concerns  about  it  that  have  to  do  with  the  percentage  of  units 
and  projects  that  would  go  to  low-  and  moderate-income  people. 

Mr.  Lundine.  That  20  percent? 

Ms.  Reynolds.  Yes;  we  feel  that  20  percent  is  not  adequate.  We 
feel  that  it  ought  to  be  closer  to  30  or  40  and/or  that  bonus  points 
in  terms  of  getting  the  money  for  a  project  ought  to  be  given  to 
those  communities  that  go  beyond  whatever  that  baseline  is,  or 
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leiiii  anmnitmen^  for  the  )o«i^hiconie  Tesidents  of 
soch  prqpBds.  or  a  Tuimher  of  other  thii^  to  «ncouTa|pe  the  local 
side  to  add  in  k^  ^ve  can  in  terms  of  prrwidii^r  low-income  housir^r. 

But  on  the  whc^.  we  are  sup^xirtive  of  taking  thai  route. 

Mr.  LuKiHNS.  I  am  sorry.  I  was  distraciied  and  mi^ied  that  part 
of  yaoT  testimGny.  I  have  another  question,  and  I  do  not  mean  to 
preen^is  the  otheis  from  ai^werii^  the  first  one,  hut  do  you  be> 
Ueve  that  3700  can  actually  deliver  housing  at  the  local  level  less 
expensivehr  and  moi^  sucoessfiilh'.  if  you  are  given  that  flexibility? 

In  other  wonk.  there  are  some  people  who  aiie  wonderii^  if  that 
is  reaUy  paas&le.  Die  unit  costs,  if  you  build  to  the  same  statid- 
ards.  are  about  the  same  in  those  kmds  of  things.  Do  you  believe 
that  this  greater  HexfiiilitT  could  actually  result  in  mo?^  hcHising 
actoalhr  being  bmh  for  the  Federal  dollar  of  subside*  beii^  pro- 
vided?' 

Ms.  Retnolds.  I  think  that  tiie  flenhility  is  the  one  component 
that  would  give  ik  any  chance  of  doing  that,  na  I  cannot  guarantee 
it.  Building  is  so  blasted  expensive,  as  everyone  knows,  at^  you  can 
ooly  reduce  the  cost  of  a  unit  so  far  as  long  as  it  is  to  remain  a 
standard  unit. 

Hopefully,  what  will  occur  with  aU  of  the  flenbilit^*  involved  and 
what  would  be  an  ideal  program  in  my  mind,  would  be  that  be> 
cause  the  State  or  the  local  government  could  have  the  greate$«t 
range  to  leverage  money,  to  say  whether  this  is  a  3(Wperc>ent  pro- 
ject, majte  it  is  a  50-peroent  prqiect — ^to  lever^e  the  nrivate 
mcxiey  on  the  private  cade  to  leverage  other  Federal  funds  and 
other  State  funds,  if  you  wilL  to  make  more  specific  a  reasonable 
determination  sdxxit  what  sort  of  housing  can  be  b»t  maintained 
in  a  particular  climate,  and  will  last  majrbe  20  3(^ears,  instead  of  10; 
CMT  30  j^ears  inst^ead  of  20  3^earB. 

Those  are  hard  things  to  put  on  a  balance  sheet,  but  I  think  that 
the  flexilMlity  of  the  program  is  the  only  way,  w^here  we  hax'e  any 
(diance  at  all  of  bringing  those  costs  down. 

With  a  rigid  program  we  do  not.  We  are  stuck  with  whatex'er  it 
is,  but  the  flezU>ility  gives  us  at  least  a  shot  at  reducing  the  cost  of 
providing  housing. 

Mayor  Thomas.  I  think  that  you  should  realize  that  during  40 
years,  certainly  in  Norfolk,  our  people  have  built  up  great  exper- 
tise in  handling  local  housing  problems. 

I  think  that  the  more  fleiobility  we  have,  the  better  iob  that  ^'e 
can  do.  And  I  think  that  that  not  only  applies  to  Norfolk,  Va.,  but 
it  applies  to  the  vast  majority  of  the  communities  in  the  country 
that  have  been  dealing  with  housing  programs  over  a  number  of 
years. 

The  experience  is  there  to  handle  our  local  problems. 

Ms.  KraroN.  If  I  may,  the  National  Association  of  Counties  55up- 
ports  the  flexibility  and  would  be  glad  to  work  with  that.  Housing 
production  is  being  packaged  in  incredibly  new  ways,  and  I  think 
that  our  contribution  to  one  or  more  of  the  elements,  the  leg«  of 
the  stool  maybe,  could  then  be  better  addressed. 

I  do  not  know  that  we  would  get  more,  but  it  might  make  it  pos- 
sible to  be  the  missing  piece  as  we  package  it. 

Mayor  Thomas.  I  would  also  support  the  flexibility,  but  U 
major  concern  that  I  would  have  is  the  amount  of  money  that 
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are  talking  about.  Under  section  8,  I  think  that  we  are  talking 
about  $8  billion,  and  now  we  are  talking  about  $1.3  billion.  So,  we 
would  be  very  supportive  of  having  the  $1.3  increased. 

Mr.  LuNDiNE.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Lundine.  Mr.  Wylie? 

Mr.  Wyue.  Thank  you,  very  much,  Mr.  Chairman.  I  am  sorry  to 
have  been  in  and  out  during  the  course  of  your  testimony,  we  are 
in  the  throes  of  redistricting  out  in  the  State  of  Ohio  and  the  sub- 
ject has  more  than  a  passing  interest  for  me  at  the  moment. 
[Laughter.] 

But  I  do  want  to  personally  thank  you  for  taking  up  your  valua- 
ble time  to  come  here  this  morning,  and  to  try  to  help  us  on  a  very 
difficult  problem. 

I  assure  you  that  I  will  take  a  look  at  your  statements  in  more 
detail  later  on.  I  noticed,  Ms.  Reynolds,  on  behalf  of  the  National 
League  of  Cities,  on  page  2,  you  have  said  that  the  availability  of 
decent  affordable  rental  housing  has  reached  crisis  proportions  in 
nearly  every  locality. 

You  did  not  mention,  there,  that  in  my  way  of  thinking  one  of 
the  fundamental  disincentives  to  the  construction  of  affordable 
rental  housing  is  rent  controls,  in  the  various  cities  that  have 
them. 

Do  any  of  the  cities  here  represented  have  rent  controls? 

[No  response.] 

Mr.  Wylie.  OK,  none  of  you  have  rent  controls. 

Ms.  Reynolds.  If  I  might,  the  State  of  Colorado  passed  a  law  out- 
lawing rent  controls  which  we  got  a  kick  out  of  because  no  city  in 
the  State  had  them  yet.  But  we  are  now  preempted  from  doing  so. 

I  would  personally  agree  with  your  opinion  about  rent  controls.  I 
have  never  seen  them  be  a  good  long-term  solution  and  they  cer- 
tainly do  not  encourage  development  of  rental  housing. 

Mr.  Wylie.  Well,  you  passed  your  own  preventive  medicine  so  it 
would  not  apply  in  your  case,  but  what  would  you  think  about  an 
amendment  to  this,  the  suggestion  that  would  simply  provide  that 
this  new  program  would  not  be  available  to  those  cities  with  rent 
controls? 

Ms.  Reynolds.  Well,  sir,  I  put  on  my  private  hat  and  I  say,  fine 
because  as  we  just  discussed  we  cannot  do  it  anyway.  I  put  on  my 
institutional  hat  and  I  would  have  to  say  that  the  National  League 
of  Cities  has  a  number  of  policies  throughout  our  documents  which 
invite  local  decisionmaking  in  terms  of  all  kinds  of  housing  prob- 
lems. 

Including,  whether  or  not  to  have  rent  control.  So,  I  am  divided 
from  my  personal  opinion  and  my  institutional  one  which  is  that 
this  is  local  determination.  Whereas  for  the  city  and  county  of 
Denver,  I  think  that  it  would  be  a  grievous  error,  I  cannot  say  with 
equal  certainty  that  it  would  not  be  a  terrific  thing  to  do  some- 
where else. 

So,  I  would  have  to  say,  that  as  an  organization,  we  have  no 
policy  that  would  support  the  inclusion  of  that  sort  of  amendment. 

Mr.  Wylie.  What  you  are  saying,  if  I  read  you  correctly,  is  that 
that  does  not  mean  that  the  cities  of  Denver  and  Columbus,  Ohio, 
which  does  not  have  rent  control,  or  a  rent  control  ordinance 
either,  would  have  to  bail  out  those  cities  that  do  have  rent  control. 
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Ms.  Reynolds.  The  assumption  there  is  that  somehow  if  you 
have  rent  control  you  need  more  bailing  out  than  the  rest  of  us. 
And  I  do  not  know  that  my  organization  is  ready  to  accept  that 
premise. 

Mr.  Wyue.  Does  anyone  else  on  the  panel  have  a  comment  on 
my  observation,  vis-a-vis,  rent  control? 

Mayor  Primas.  Yes,  in  the  city  of  Camden,  we  do  have  a  rent 
control  ordinance  that  is  on  the  books,  that  has  not  been  dealt 
with.  It  is  an  issue  that  is  on  my  desk  right  now.  And  one  that  we 
are  looking  at  very  carefully.  If  you  look  at  the  housing  conditions 
in  the  city,  there  were  not  many  new  units  being  developed. 

And  in  the  existing  units,  many  of  which  were  substandard, 
there  was  rent  gouging,  you  might  say  on  the  part  of  many  of  the 
residents  of  our  town.  So  the  city  council  did  pass  an  ordinance, 
but  it  has  not  taken  effect.  And  it  is  a  very  difficult  issue  to  deal 
with,  one  that  we  are  grappling  with  right  now. 

But  you  asked  a  question  and  I  did  not  want  to  imply  that  the 
city  did  not  have  a  rent  control  ordinance. 

Mr.  Wyue.  I  am  glad  that  you  made  that  observation,  that  gives 
me  a  good  lead-in  to  my  next  question. 

It  has  to  do  with  the  cost  of  housing  in  the  various  cities,  and 
how  it  has  grown  so  much  in  recent  years. 

There  is  a  task  force  which  has  been  formed  by  HUD,  the  head 
of  which  is  the  Deputy  Secretary  of  HUD  to  work  with  various 
cities  in  trying  to  reduce  the  cost  of  regulations  and  the  cost  of 
overhead,  in  the  construction  of  housing. 

Are  you  familiar  with  that,  Ms.  Keeton?  I  see  you  nodding  your 
head. 

Ms.  Keeton.  Are  you  referring  to  the  affordable  housing  project? 

Mr.  Wyue.  Yes. 

Ms.  Keeton.  Yes.  The  National  Association  of  Counties  is  one  of 
the  five,  I  believe,  participants  in  it.  My  own  comment  is  that  we 
do  need  to  look  at  that,  and  as  an  elected  official  who  votes  for  sub- 
division and  zoning  regs  and  all  of  those  design  manuals,  I  feel  a 
special  responsibility  for  it.  And  sewer  connections  and  all.  I  think 
though  the  term,  affordability  is  too  broad  a  term  to  be  applied  to 
that  project  of  review  of  local  fees,  and  charges  and  costs. 

I  think  that  time  is  the  dollar  value  too.  And  that  it  is  not  only 
what  those  charges  are,  but  the  timeframe  in  which  review  takes 
place,  that  permits  the  project  to  go  to  actual  construction. 

I  think  that  we  as  counties  have  an  obligation  and  we  will  be  re- 
viewing all  of  our  practices  in  the  course  of  our  existing  study.  But 
affordability  is  impacted  by  the  opportunity  to  have  funds  at  less 
than  market  rate  for  construction  or  for  major  rehab  and  mandat- 
ed commitments  to  assisted  housing.  I  think  that  I  would  just  sug- 
gest to  you,  that  it  is  bigger. 

But  you  have  hit  on  something  that  we  can  do  something  about. 
And  we  will  be  and  we  will  be  sharing  it  with  you. 

Mr.  Wyue.  It  is  bigger,  what  of  course,  I  had  in  mind,  was  spe- 
cifically ordinances  which  require  a  certain  lot  size,  a  certain  street 
size,  certain  zoning  regulations. 

I  do  not  know  what  we  can  do  except  to  provide  some  incentives, 
maybe  on  a  voluntary  basis  to  have  some  uniformity  of  application. 
And  I  am  not  suggesting — I  was  a  former  city  attorney  of  Colum- 
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bus— so  I  am  not  suggesting  that  we  tell  the  cities  what  we  should 
do  in  this  regard,  but  I  think  that  there  might  be  something  there 
that  could  be  helpful  in  reducing  the  cost  of  housing  and  I  know 
certain  cities  have  signed  on  as  cities  which  are  going  to  try  to 
work  with  the  Secretary  in  this  regard. 

And  I  was  just  wondering  if  anyone  of  you,  who  represent  cities 
are  into  this  demonstration  program? 

Ms.  Keeton.  I  think  if  we  could  share  success  stories,  that  show 
that  those  relationships  are  directly  related,  that  may  be  encoursig- 
ing  to  local  cities. 

Mr.  Wyue.  But  you  would  all  agree  that  local  regulations  prob- 
ably do  add  to  the  cost  of  affordable  housing.  Would  you  or  not? 

Mayor  Thomas.  There  is  no  question  about  that  and  every  city, 
ours  is,  should  be  examining  its  regulatory  structure  right  now  to 
reduce  the  cost  in  any  way  that  they  can.  And  that  is  encoursiged 
through  the  Conference  of  Mayors  and  as  far  as  I  know  through  all 
of  the  other  local  organizations. 

Mr.  Wyue.  The  chairman  has  indicated  that  my  time  is  up. 

Chairman  Gonzalez.  Well,  the  gentleman's  time  has  expired.  We 
were  even  a  little  generous,  but  we  would  recognize  Mr.  Schumer. 

It  just  coincides  that  we  will  have  a  rebuttal  presentation. 

Mr.  Schumer.  Mr.  Chairman,  thank  you  for  the  time  and  thank 
you  for  the  very  informative  testimony. 

I  was  going  to  make  a  deal  with  Mr.  Wylie,  that  we  in  New  York 
would  stay  out  of  Ohio's  redistricting  if  he  would  stay  out  of  our 
rent  control.  [Laughter] 

Mr.  Wylie.  At  this  point,  you  might  be  able  to  help  us,  so  I  am 
not  so  sure  that  is  a  deal.  [Laughter] 

Mr.  Schumer.  I  think  that  I  will  leave  the  rent  control  argu- 
ments for  another  day  because  there  has  been  so  much  else. 

The  one  thing  that  I  would  like  to  point  out  is  that  Ms.  Reynolds 
has  testified  that  there  is  not  much  rentable  housing  being  built  in 
Denver,  and  they  do  not  have  rent  control. 

No  rental  housing  is  being  built  anywhere,  whether  or  not  there 
is  rent  control.  I  mean,  I  do  not  think  that  rent  control  is  the 
reason.  I  would  like  to  thank  the  mayor  of  Camden  for  being  so 
kind  to  mention  me,  and  the  part  of  the  bill  I  have  put  together.  I 
think  that  the  committee  has  done  a  great  job  under  the  leadership 
of  Chairman  Gonzalez  in  putting  together  a  package.  I  emphasize 
that  it  is  a  package,  which  brings  me  to  my  first  point. 

A  number  of  you  have  said  that  the  20-percent  low-income  set- 
aside,  could  be  raised.  That  is  my  philosophical  sympathy  as  well, 
though  I  am  sure  you  are  not  familiar  in  great  detail  with  my  posi- 
tions, but  that  is  my  position 

There  are  several  things  that  I  would  remind  you  of  and  ask  you 
to  remind  your  constituents.  First,  20  percent  is  a  minimum.  If  you 
wish  to  apply  for  a  higher  percentage  you  can.  The  second  point  is 
that  this  overall  package  is  a  composite  package  in  which  we  are 
trying  to  do  two  things. 

One  is  that  we  are  trying  to  encourage  production,  and  I  would 
ask  you  at  the  end  of  this  lengthy  question,  your  views  on  the  fol- 
lowing dilemma:  If  we  could  have  10,000  units  of  low-income  hous- 
ing, or  40,000  of  housing  for  middle-income  people  but  hence  create 
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more  housing  altogether,  which  would  you  choose?  That  is  the  diffi- 
cult choice  that  we  are  faced  with. 

We  are  faced  with  it  on  a  substantive  level,  but  we  are  also  faced 
with  it  on  a  political  level.  Because  we  have  to  have  something  that 
we  can  get  through  the  Senate  if  we  are  not  going  to  be  here, 
simply  beating  our  breast.  And  we  have  difficulty  there. 

One  of  the  main  reasons  that  so  many  of  my  colleagues  criticized 
section  8  was  that  it  was  so  expensive.  And  while  we  can  all  talk 
about  waste  and  mismanagement  and  developers'  profits,  the  real 
reason  that  section  8  is  so  expensive,  is  because  it  is  a  deep  subsidy. 

And  what  the  rental  housing  part  of  this  bill  tried  to  do,  given 
the  times,  given  the  type  of  Congress  we  have,  given,  as  our  able 
ranking  minority  member,  Mr.  Stanton  said,  is  to  get  something 
that  is  flexible  and  that  is  quick. 

So  I  would  ask  for  your  comments  about  that  particular  dilemma 
that  we  are  faced  with.  I  would  hate  to  see  no  program  come  up 
because  people  who  basically  agreed  with  it  said,  "Well,  it  did  not 
do  enough."  We  are  trying  to  do  as  much  as  we  can.  Any  comments 
on  that? 

Mayor  Thomas.  Under  the  current  economic  conditions  and  the 
general  posture  of  the  administration,  and  knowing  that  all  levels 
of  government  are  in  a  retrenching  and  shrinking  posture,  I  per- 
sonally, and  not  the  Conference  of  Mayors,  have  trouble  with  even 
including  moderate  income  when  we  start  talking  about  housing. 

I  think  that  we  had  really  better  start  directing  a  lot  of  our  at- 
tention, as  far  as  mayors  go,  to  the  low-income  situation.  And 
hoping  that  the  other  will  have  sufficient  constituency  to  take  care 
of  itself. 

So  we  are  interested  in  low-income  units  and  in  taking  care  of 
our  low  income  people.  As  far  as  the  minimum  of  20  percent,  that 
is  all  right,  but  we  would  like  some  incentives  given  to  those  com- 
munities that  would  put  more  of  that  into  low  income. 

Mr.  ScHUMER.  I  agree  with  that.  The  only  question  is,  given  the 
finite  number  of  dollars  we  have,  the  more  the  money  that  goes  to 
low-income  units,  the  fewer  units  that  are  built.  That  is  the  basic 
problem. 

And  if  more  units  are  built  maybe  there  is  more  room  for  low- 
income  people,  and  everybody  else  in  a  terribly  inadequate  housing 
market. 

Does  anyone  else  have  comments? 

Ms.  Keeton.  Mr.  Schumer,  that  is  a  tough  question.  And  you 
have  to  deal  with  the  realities  of  what  is  going  to  work  here.  Coun- 
ties, in  the  testimony,  say  we  feel  that  we  should  either  increase 
the  20  percent  because  the  people,  the  low-income  people,  are 
people  without  voices.  They  are  not  an  effective  lobbying  group.  We 
do  not  hear  them  day  after  day.  They  have  no  other  people  but  us 
to  be  responsible  for  them,  in  a  sense.  But  we  would  also  suggest 
that  the  subcommittee  could  consider  putting  an  upper  limit  of  120 
percent  of  median  income  for  those  in  the  80  percent.  In  other 
words  you  juggle  both  ends  of  this. 

And  it  is  true  that  there  is  not  rental  housing,  and  if  we  had  a 
slightly  higher  vacancy,  a  little  more  production,  then  rents  might 
not  go  up  as  much  because  the  market  is  being  controlled  by  the 
fact  that  it  is  a  hungry  market. 
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Mr.  ScHUMER.  I  think  that  is  a  good  idea,  and  one  that  we  will 
explore. 

Ms.  Keeton.  There  could  be  some  carrots,  maybe. 

Mr.  ScHUMER.  I  think  that  is  a  good  idea.  I  do  appreciate  it.  Ms. 
Reynolds? 

Ms.  Reynolds.  I  will  be  brief.  I  agree  with  the  previous  state- 
ments. The  problem  with  a  minimum  is  that  it  tends  to  be  the  ac- 
cepted norm.  Because  the  fewer  low-income  units  you  have  the 
easier  financing  is  going  to  be.  And  it  works  that  way,  and  so  that 
is  why  we  are  concerned.  We  do  understand  that  it  is  possible  to 
put  more  lower  income  units  in  a  project,  and  have  it  be  approv- 
able. 

I  do  not  believe  that  just  creating  more  higher  income  units,  al- 
though we  certainly  need  them  in  my  community,  will  trickle  down 
quickly  enough  to  the  poor  people.  Both  personally,  and  on  behalf 
of  the  National  League  of  Cities,  our  policy  is  that  when  dollars  are 
restricted,  assistance  should  go  to  those  most  in  need. 

Which,  in  the  terms  of  your  question,  would  mean  less  units,  but 
those  units  directed  toward  the  people  with  the  most  difficulty  in 
the  private  market. 

Mr.  ScHUMER.  Thank  you.  Mayor  Primas? 

Mayor  Primas.  You  were  absolutely  correct  when  you  said  that  it 
is  a  very  difficult  question,  and  in  the  case  of  Camden,  in  particu- 
lar, there  is  certainly  a  need  to  do  more  for  the  poor. 

But  in  my  case,  there  is  also  a  need  to  try  to  attract  more  moder- 
ate-income families  to  our  city.  And  in  Camden  we  have  become 
like  a  magnet  to  the  region  for  the  subsidized  and  the  poor.  And  it 
is  a  very  difficult  issue,  possibly  it  could  be  tied  into  the  voucher 
system. 

I  would  not  be  able  to  give  a  percentage,  but  it  is  one  where  I  as 
a  mayor,  need  housing  available  for  higher  incomes  while  at  the 
same  time  there  is  a  continuing  need  to  respond  to  the  needs  of  the 
poor. 

Mr.  ScHUMER.  I  think  that  it  is  interesting  to  note,  and  you  bear 
this  out,  that  the  cities  that  are  better  off  economically  want 
money  to  help  the  poor,  because  there  are  fewer  of  them  and  their 
overall  problems  are  not  as  great.  Whereas  cities  like  mine  and 
yours,  where  we  know  that  if  we  put  every  drop  of  money  into  it 
for  helping  poor  people,  we  would  be  helping  maybe  5  or  3  percent 
of  our  total  poor  population,  and  you  are  facing  triage,  or  maybe 
quadriage.  In  any  case  that  is  the  real  dilemma  we  are  faced  with. 

And  it  is  a  vexing  one.  Let  me  just  make  a  couple  of  other  points. 

One  of  the  other  parts  of  this  package,  which  I  think  that  you  all 
greeted  with  enthusiasm,  and  this  has  been  a  personal  battle  of 
mine,  was  keeping  up  operating  subsidies  for  public  housing. 

The  administration,  of  course,  says  that  well,  we  are  going  to  cut 
or  even  eliminate  operating  subsidies  for  public  housing.  Let  the  lo- 
calities pick  it  up.  Do  your  localities  have  the  ability  to  pick  those 
costs  up? 

Mayor  Primas.  I  can  speak  for  my  locality.  And  the  ansewer  is 
absolutely  not.  That  is  a  major  problem  in  Camden  with  our  public 
housing  units  and  to  give  you  the  severity  of  the  problem,  last  year 
we  raised  local  property  taxes  by  88  percent  and  I  am  now  faced 
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with  a  budget  this  year  azid  there  is  an  operating  deficit  in  our 
housing  authority  units. 

Many  of  the  units  are  substandard,  and  certainly  we  could  not 
affcnnd  to  pick  up  that  oosL 

Mr.  ScHUMER.  Is  that  generally  agreed  upon  by  the  other  parties 
in  mo6t  of  their  cities? 

Mayor  Thomas.  Yes. 

Ms.  Reynolds.  Yes.  For  example,  we  are  concerned  at  the 
moment  about  the  payments  in  lieu  of  taxes  with  our  housing  au- 
thority.  If  we  went  by  historical  formulas,  this  year,  the  city  ought 
to  be  receiving  from  the  housing  authority  $172,000.  We  just  wrote 
a  new  ordinance  that  say^  that  you  still  owe  it  to  us  but  if  you  pro- 
vide in  writing  the  reason  why  not,  we  will  have  to  forgive  it. 

Not  because  anj^body  likes  doing  business  that  way  but  because 
they  do  not  have  the  ability.  With  the  last  cuts  on  the  housing  au- 
thority, we  have  laid  off  20  percent  of  our  staff,  all  of  our  counsel- 
ing and  our  social  programs  have  been  done  away  with  entirely. 
Both  major,  and  day-tOKlay  maintenance  has  been  reduced  to 
almost  nothing.  We  are  looking  to  having  to  charge  more  for  those 
things  where  we  can  charge  more. 

We  are  locked  into  the  25  percent  of  income,  which  makes  the 
average  payment  for  our  20,000  people  about  $78.50  a  month  per 
family.  We  do  not  have  the  resources  to  do  it.  No. 

Mr.  ScHUMER.  Mr.  Mayor. 

Mayor  Thomas.  We  have  4,000-plus  imits  of  good  public  housing 
that  cost  just  a  little  over  $200  per  imit  per  month  to  operate.  And 
we  would  all  be  crazy  to  let  that  resource  go  away  from  us.  That  is, 
we  are  down  to  basics  now,  we  had  better  hold  onto  what  we  have 
got,  and  then  we  can  talk  about  what  we  are  going  to  get. 

Mr.  ScHUBftER.  Mr.  Thomas — if  I  just  might  make  one  more  com- 
ment, Mr.  Chairman,  I  know  my  time  has  expired  on  this  commit- 
tee— your  point  has  been  accepted,  and  we  received  strong  support 
not  only  from  Chairman  Gonzalez  and  Chairman  St  Germain, 
and — I  always  forget  what  the  term  is — but  from  Mr.  Stanton  and 
Mr.  Wylie,  the  would-be  chairmen  or  hope-to-be-chairmen,  or  what- 
ever— we  hope  not.  [Laughter.] 

Mr.  ScHUMER.  But  in  any  case  we  received  support  for  the  essen- 
tially conservative  argument  that  we  have  a  $65  billion  invest- 
ment, already  fairly  cheap  because  it  was  done  back  in  the  1940's 
and  1950's  when  construction  costs  were  much  lower,  in  public 
housing  and  we  cannot  let  it  go  down  the  drain. 

But  where  we  have  had  trouble  is  in  making  that  argument.  A, 
to  the  administration  and,  B,  to  the  Members  who  are  not  on  these 
committees,  and  particularly  to  those  who  are  not  from  urban 
areas. 

It  would  be  very  helpful  if  Mr.  Whitehurst  understood  that  argu- 
ment. It  would  be  very  helpful  if  Mr.  Kramer  understood  that  ar- 
gument. It  would  be  very  helpful  if  Ms.  Holt  understood  that  argu- 
ment. Please  help  us  with  it.  Thank  you  very  much. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Schumer.  And 
who  knows,  you  might  be  chairman.  [Laughter.] 

Mr.  Schumer.  I  am  just  trying  to  be  a  sophomore,  Mr.  Chairman. 
That  is  enough  trouble.  [Laughter.] 

Chairman  Gonzalez.  Mr.  Wortley. 
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Mr.  WoRTLEY.  Thank  you,  Mr.  Chairman. 

I  think  today's  witnesses  build  a  very,  very  strong  case  for  block 
grants  because  of  the  differing  needs  of  each  one  of  your  communi- 
ties. For  some  of  you,  vouchers  would  be  effective  where  you  have 
an  adequate  amount  of  housing  stock.  For  others  who  may  come 
from  metropolitan  areas.  New  York  State,  Newark,  the  eroding  tax 
base  and  the  lack  of  housing  stock  means  that  you  need  new  con- 
struction. 

But  would  it  not  be  encouraging  to  you  to  have  local  discretion 
as  to  how  you  use  those  funds  instead  of  having  Washington 
making  you  qualify  for  categorical  grants  and  the  like? 

I  would  be  interested  in  your  individual  comments. 

Mayor  Primas.  I  think  that  we  would  certainly  enjoy  the  local 
decision,  because  as  long  as  we  have  the  funding,  in  order  to  back 
it  up  to  resolve  the  major  housing  problems — and  I  think  that  is 
really  the  issue  is  the  amount  of  dollars  that  are  going  to  be  avail- 
able to  address  the  housing  problem,  which  is  a  very  complex  prob- 
lem in  this  country. 

Mr.  WoRTLEY.  When  you  have  the  dollars,  would  you  not  rather 
make  the  decision? 

Mayor  Primas.  I  think  the  answer  to  that  is  yes,  if  the  dollars 
were  sufficient. 

Ms.  Keeton.  That  would  be  true  for  counties,  but  I  would  repeat 
my  concern  that  the  block  grant  be  defined  in  a  way  that  does  not 
make  housing  compete  with  too  many  other  human  needs.  Your  re- 
sponsibility is  for  housing  here. 

Could  I  also  comment  on  the  voucher?  I  would  urge  you  to  look 
to  see  if  the  voucher  will  really  increase  housing  units.  The  way  we 
analyze  the  voucher  program  as  proposed,  it  will  be  utilized,  by 
definition  and  by  regulation,  the  people  who  are  already  being  sub- 
sidized and  will  not  provide  but  a  very  minimum,  if  any,  additional 
units. 

And  I  could  supply  you  with  that  detail.  But  I  want  to  call  that 
to  the  committee's  attention  while  you  mentioned  it. 

Mr.  WoRTLEY.  Well,  it  seems  to  me  this  would  aid  rehabilitation. 

Ms.  Keeton.  What  I  was  suggesting 

Mr.  WoRTLEY.  Less  money  might  be  spent,  in  the  final  analysis, 
if  you  have  already  acquired  the  property  and  the  roof  is  on  it  and 
the  frame  is  there.  Why  would  you  not  get  a  greater  return  on  in- 
vestment? 

Ms.  Keeton.  I  was  commenting  on  your  earlier  comment  about 
vouchers  as  one  of  the  new  tools  and  suggesting  that  we  want  to  be 
careful  not  to  think  that  that  is  going  to  add  to  the  housing  supply 
and  to  urge  you  to  be  careful  in  how  it  is  defined  for  its  specific 
uses. 

It  is  really  a  replacement  resource  and  a  substitute,  I  believe, 
and  not  additional  new  ones,  unless  you  fix  it  better. 

Mr.  WoRTLEY.  My  reference  was  to  the  block  grants. 

Ms.  Keeton.  On  that,  we  would  like  the  flexibility.  We  would 
take  the  responsibility.  We  are  concerned,  though,  that  we  are  talk- 
ing about  dollars  to  go  with  it. 

Ms.  Reynolds.  I  would  just  like  to  underscore  Mayor  Primas' 
comments.  A  housing  block  grant,  where  we  have  the  local  flexibil- 
ity to  develop  programs  would  be  a  fine  thing  if  there  were  enough 
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dollars  attached  to  truly  help  us  to  meet  the  needs.  Flexibility  is 
worth  very  little  if  you  are  not  talking  about  having  any  bucks  to 
be  flexible  with. 

Mayor  Thomas.  I  think  the  block  grants,  however,  ought  to  be 
structured  to  meet  a  demonstrable  national  need  and  a  national 
purpose.  I  do  not  think  we  can  say  that  housing  is  not  a  national 
need  and  that  good  housing  is  not  a  national  purpose  if  we  all  sup- 
port in  other  areas. 

I  have  seen  in  Virginia  our  general  assemblv  has  just  met,  and 
they  took  actions  in  the  areas  of  education  and  health  care,  trans- 
portation, that  seemed  to  me  to  be  responding  somewhat  to  the 
transfer  of  responsibilities  back  to  the  local  level,  which  I  personal- 
ly support. 

But  in  the  matter  of  housing,  the  Federal  Government  is  so 
deeply  involved  and  has  been  for  so  long  that  housing  is  a  national 
program.  And  when  you  start  ticking  off  the  FHA  and  the  GNMA 
and  the  FNMA  and  the  public  housing  and  the  VA  programs,  it  is 
going  to  be  very  difficult  to  have  any  housing  program  without  a 
strong  national  involvement. 

Now,  in  our  States  we  have  built-in  constituencies  already  in  the 
areas  of  transporation  and  the  areas  of  education  and  health  care. 
But  there  is  no  constituency  and  a  whole  lot  of  expertise,  in  our 
State  anjrway,  in  the  area  of  housing.  Our  only  State  involvement 
in  housing  is  in  mortgage  revenue  bonds.  And  we  welcome  that. 

But  that  is  the  only  involvement.  The  involvement  in  housing  is 
really  at  the  local  level.  And  I  cannot  see,  with  the  costs  involved, 
that  that  program  can  get  very  far  away  from  Federal  involve- 
ment. And  I  do  not  feel  that  way  about  some  of  the  other  pro- 
grams. 

Mr.  WoRTLEY.  Your  State  housing  agency  has  been  one  of  the 
more  effective  ones,  as  I  understand  it. 

Just  one  quick  question,  if  you  can  respond  to  this  one  very  brief- 
ly. Are  you  finding  any  problems  in  your  area  of  HUD  202  projects 
that  are  being  converted  to  either  co-ops  or  condos? 

Ms.  Keeton.  Yes.  The  State  has  tried  to  establish  some  guide- 
lines in  terms  of  helping  people  who  do  have  not  the  capacity  to 
buy  in,  who  get  first  chance  and  all  of  that.  But  that  is  a  serious 
problem.  And  there  are  a  couple  of  jurisdictions  in  the  United 
States  that  have  begun  to  zone  for  rental  units  to  guarantee  that 
there  will  be  long-term  rental  units?  I  think  we  are  going  to  have 
to  look  hard  at  that. 

Ms.  Reynolds.  We  have  had  an  historical  problem  over  the  last 
10  years  or  so  with  all  types  of  conversions.  The  biggest  one  at  the 
moment  is  to  have  old  residential  structures  being  turned  into  of- 
fices one  way  or  the  other.  We  have  old  hotels  downtown  that  were 
serving  a  very,  very  low  economic  group,  turned  into  either  condo- 
miniums or  office  complexes. 

A  few  years  ago  when  I  would  come  to  Washington,  displacement 
was  a  word  you  heard  a  lot.  There  seemed  to  be  a  concern,  and  I  do 
not  hear  it  so  much  anymore.  However,  we  still  have  that  very  dis- 
placement problem  where,  because  thank  Grod  we  have  a  reason- 
ably healthy  economy  in  the  city,  people  are  moving  in  and  they 
are  displacing  the  people  who  were  already  there  and  those  people 
have  no  alternative  places  to  go. 
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For  example,  Father  Woodward  of  Holy  Ghost  Church  in  down- 
town Denver  has  opened  the  doors  of  that  fine  Catholic  Church 
every  night  for  the  last  6  months  because  he  has  200  people  sleep- 
ing there.  Those  are  directly  displaced  people  out  of  some  of  the 
conversions  we  have  had.  So  we  consider  that  a  very  serious  prob- 
lem. 

Mr.  WoRTLEY.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Wortley. 

We  do  have  some  time,  and  as  I  said  earlier,  I  had  some  specific 
questions  that  I  did  not  have  an  opportunity  to  ask,  which  I  think, 
if  I  do  have  that  opportunity,  it  will  save  having  to  submit  them 
for  the  record  and  all  of  that. 

I  was  particularly  impressed,  Ms.  Reynolds,  not  only  with  the 
general  presentation  you  made,  which  was,  I  think,  tremendous, 
but  that  you  referred  to  the  section  108  loan  guarantees. 

What  kind  of  CDBG  projects  have  been  possible  because  of  the 
use  of  that  program?  Would  it  be  possible  for  you  to  describe  some 
of  those?  Because  you  are  the  first  one  that  really  hits  this,  to  me, 
vitally  important  part  of  our  bill. 

Ms.  Reynolds.  Yes,  I  would  be  glad  to.  Section  108,  if  I  might 
say,  first,  had  a  hard  time  getting  started  up  an  accepted  in  a  lot  of 
communities,  I  think  for  various  administrative  reasons.  It  was  not 
a  fast-track  program  as  far  as  getting  a  lot  of  people  involved 
quickly.  And  I  do  not  think  it  has  ever  been  used  clear  up  to  its 
maximum  authorization. 

It  has  been  a  slow  thing  to  develop.  But  as  our  other  economic 
development  tools  are  going  away  on  us  through  EDA  and  the 
other  things,  I  think  it  becomes  more  important. 

I  have  some  examples  here.  Tacoma,  Wash.,  for  example,  is  ren- 
ovating three  buildings  to  house  some  of  their  student  population 
and  a  paralegal  school  and  a  parking  garage. 

They  are  making  the  payments  back  to  lease  the  property  to  the 
university.  The  eventual  sale  of  property,  all  of  which  was  made 
possible  because  they  could  use  the  CDGB  money  to  almost  under- 
write the  loans  to  make  that  guarantee,  that  assurety. 

Kansas  City,  Mo.,  which  if  you  are  familiar  with  it  at  all — and  I 
grew  up  there,  so  I  am — has  a  very  difficult  downtown  situation. 
They  are  using  the  108  to  acquire  SVz  or  4  blocks  downtown  to  de- 
velop some  hotel  and  other  amenities  they  need  around  their  new 
convention  space. 

And  again,  they  are  getting  the  payback  from  the  developers  and 
the  rest  from  mortgaging  their  CD  entitlements. 

Those  are  just  two  examples.  And  we  can  provide  you  with  more. 

I  think  it  has  been  used  to  rather  good  effect  in  the  city  and 
county  of  Denver.  We  have  used  it  for  less  major  projects,  but  nev- 
ertheless used  it  to  allow  small  business,  for  example,  to  establish 
adjacent  to  lower  income  housing  projects  where  they  needed  just 
that  extra  boost  to  secure  financing  and  providing  community  serv- 
ice. 

Chairman  Gonzalez.  Thank  you  very  much.  That  is  very  inter- 
esting. 

Major  Thomas.  The  U.S.  Conference  of  Mayors  now  has  under- 
way a  survey  of  its  membership  to  determine  the  extent  of  the  use 
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and  the  details  of  use  of  section  108  loans.  And  we  will  have  that  to 
you  to  put  in  the  record  probably  by  the  end  of  the  month. 

Chairman  Gonzalez.  Thank  you  very  much.  We  will  be  deeply 
grateful. 

[The  survey  referred  to,  "Section  108  Loan  Guarantee:  A  Power- 
ful Ek^onomic  Development  Tool  for  Cities,"  follows:] 
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United  States  Conference  of  Mayors 

1620  EYE  STREET,  NORTHWEST 

WASHINGTON,  D.C.  20006 

TELEPHONE:  (202)  293-7330 


SECTION  108  LOAN  GUARANTEE: 
A  powerful  economic  development  tool 
for  cities 


Based  on  a  Survey  of  Section  108  Loan   Guarantee 
Participants 
by 
The  Staff  of  the  U.S.  Conference  of  Mayors 
April,  1982 
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During  March,  1982,  the  U.S.  Conference  of  Mayors 
undertook  a  survey  of  all  participants  in  the  Section  108 
Loan  Guarantee  program  administered  by  HUD.   The  Section  108 
program,  authorized  by  the  Housing  and  Community  Development 
Act  of  1974,  is  designed  to  provide  locally  controlled,  long- 
term  finamcing  for  selected  economic  and  community  develop- 
ment projects.   Activities  funded  through  Section  108  loan 
guarantees  are  expected  to  create  jobs  and  increase  local 
tax  bases. 

Applications  for  the  loan  guarantee  can  be  made  as 
part  of  the  annual  Community  Development  Block  Grant  (CDBG) 
proposal  for  a  given  year.   If  the  guarantee  is  sought  after 
the  grant  proposal  has  been  submitted,  it  can  be  handled  as 
an  amendment.   Only  participants  in  the  CDBG  program  are 
eligible  to  apply  for  loan  guarantee  commitments,  and  ap- 
proved guarantees  cannot  exceed  an  amount  equal  to  three 
times  the  applicant's  annual  CDBG  grant  amount. 

Survey  forms  prepared  by  the  staff  of  the  U.S.  Con- 
ference of  Mayors  were  sent  to  every  community  which  had 
received  a  Section  108  guarantee  in  prior  years,  as  well  as 
to  those  communities  which  have  applications  pending  now  at 
HUD.   The  purpose  of  the  survey  was  to  determine  how  Section 
108  loan  guarantees  have  been  used  in  the  past;  how  many  jobs 
projects  financed  by  Section  108  have  produced  or  retained; 
and  what  effect  on  the  local  tax  base  the  project  had.   In 
addition,  the  survey  solicited  suggestions  for  better  design 
emd  administration  of  the  program.   The  following  sections 
summarize  the  survey  responses  received  as  of  the  end  of 
March. 

Program  Participant  Profile 

A  total  of  23  jurisdictions  responded  to  the  survey 
by  the  end  of  March.   According  to  the  completed  survey  forms, 
these  communities  had  CDBG  entitlements  totaling  $215.2  mil- 
lion, and  had  received'  a  total  of  28  Section  108  loan  guarantees 
totalling  $187.9  million,  for  an  average  grant  amount  of  $6.7 
million.   The  loan  amounts  ranged  from  a  high  of  $60.5  mil- 
lion to  a  low  of  $75,000.   In  addition,  one  city,  Detroit,  ac- 
counted for  $141.7  million  of  the  total  loan  guarantees  in  the 
sample,  or  75  percent  of  the  total.   If  Detroit  is  subtracted 
from  the  totals,  the  remaining  23  jurisdictions  accounted  for 
$46.2  million  in  guarantees,  for  an  average  of  $1.65  million 
per  loan  guarantee  in  the  survey,  excluding  Detroit. 

Coordination  with  Other  Resources 

Twenty  of  the  respondents  stated  that  their  Section  108 
loan  guarantees  had  been  used  in  conjunction  with  other 
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federal  aid  programs.   Fifteen  combined  it  with  CDBG  expendi- 
tures; four  of  these  also  used  UDAG  funds  and  one  reported 
that  it  used  the  Section  108  loan  guarantee  in  conjunction 
with  CDBG,  UDAG,  and  EDA  funds.   Another  community  reported 
combining  the  loan  guarantee  only  with  UDAG,  and  another  with 
EDA  and  CDBG.   One  community  reported  combining  Section  108 
funds  with  public  housing  funds. 

Fifteen  of  the  respondents  provided  short  descriptions 
of  the  projects  these  coordinated  efforts  funded.  These  in- 
cluded: 

•  setting  up  reserve  funds  for  construction  loans, 
site  preparation,  land  clearance,  and  payment 
of  front-end  development  costs; 

•  street  improvements  airound  land  parcels  assembled 
with  Section  108  funds; 

•  to  assist  business  development  by  offering  al- 
ternative means  of  financing; 

•  to  write  down  administrative  costs  in  conjunction 
with  a  project. 

Section  108  Loan  Guarantee  Activities 

Communities  in  our  seunple  have  used  Section  108  loan 
guarantees  in  diverse  ways.   Fourteen  communities  indicated 
that  the  guarantee  funds  would  be  used  for  economic  develop- 
ment, mostly  for  new  construction  or  rehabilitation  of  exis- 
ting business  structures.   Five  communities  indicated  they 
used  the  funds  for  rehabilitation  or  construction  of  housing. 
Three  communities  said  they  would  use  the  loan  guarantee 
funds  for  elimination  of  slums  and  blight,  and  land  clearance. 
One  of  the  surveyed  communities  indicated  that  it  was  using 
the  funds  for  a  facility  to  provide  health  services  to  local 
residents. 

Job  Creation  through  Section  108 

All  23  responding  communities  indicated  that  jobs  had 
been  created  or  retained  through  the  use  of  the  Section  108 
funds.   Total  jobs  created  in  the  survey  s€unple  equalled 
20,072.   Of  these,  15,564  were  newly  created,  while  the  bal- 
ance, 4,399,  were  retained  in  existing  businesses  assisted 
with  loan  guarantee  funds.   (Detroit,  which  accounted  for  75 
percent  of  the  total  guarantee  funds,  only  accounted  for 
6,700  of  the  jobs  in  the  respondents'  sample,  or  33  percent 
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o£  the  total  jobs  reported.) 

Taken  together,  these  figures  show  that  an  average  of 
873  jobs  were  either  retained  or  created  with  each  loan  guar- 
antee.  Also,  the  survey  shows  that  in  this  sample,  jobs 
were  created  or  retained  at  cui  average  loan  guarantee  cost 
of  $9,359  per  job. 

The  survey  also  showed  that  many  of  the  jobs  created 
through  Section  108  available  to  low-  emd  moderate- income 
persons.   This  ranged  from  a  minimum  of  20  percent  to  a  high 
of  100  percent,  depending  on  the  community.   TVelve  of  the 
survey  respondents  said  that  50  percent  or  more  of  their  jobs 
had  been  available  for  lowO  cuid  moderate- income  persons. 

Community  Tax  Base 

Section  108  loan  guarcuitees  also  have  been  used  to 
augment  local  teuc  bases.   A  total  of  22  of  the  responding 
communities  indicated  that  their  loan  guarantees  would  in- 
crease their  tax  base.   Taken  together,  these  increases  to- 
talled $179.3  million  of  additional  revenue  to  the  communities, 
by  their  estimates.   This  increase  came  from  combinations  of 
property,  sales,  and  license  taxes  collected  as  a  result  of 
Section  108  financed  development. 

Private  Sector  Leveraging 

Twenty  of  the  responding  communities  indicated  that 
they  had  leveraged  private  sector  investment  as  a  result 
of  the  Section  108  loan  guarantee.   Total  leveraged  funds 
equalled  $703.4  million,  or  an  average  of  $3.75  in  private 
funds  for  every  dollar  of  funds  guaranteed  through  Section 
108. 

Housing  Production  with  Section  108 

The  survey  also  shows  that  Section  108  funds  have  been 
used  to  construct  and  rehabilitate  housing.   A  total  of  671 
units  were  reported  for  new  construction,  of  which  319  were 
rental  units  and  352  homeowner ship,  while  86  units  were  listed 
for  rehabilitation  using  guarantee  funds.   Most  of  the  housing 
units  were  scheduled  to  be  available  to  low-  and  moderate- 
income  persons. 

Current  Problems  with  Section  108 

Survey  participants  were  asked  to  list  any  current  prob- 
lems they  had  or  foresaw  in  the  Section  108  program.   Those 
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who  responded  to  this  question  included  the  following  issues: 

•  high  interest  rates  generally  making  all  financing 
tougher; 

•  difficulties  in  negotiating  with  developers; 

•  uncertainty  at  the  federal  level,  particularly 
after  the  November,  1981,  termination  of  the 
program  by  administrative  order. 

Housing  Commitments  under  Section  108 

Survey  participants  were  asked  whether  their  loan 
guarantee  projects  had  anticipated  the  use  of  federal  housing 
subsidies,  and  whether  proposals   in  the  FY83  budget  to  ter- 
minate these  progreuns  would  jeopardize  those  plans  and  the 
loan  guarantee  itself.   Five  of  the  respondents  indicated 
they  had  used  their  loan  guarantees  to  acquire  and  prepare 
land  for  housing,  some  of  it  subsidized  through  federal  pro- 
grams.  Three  of  those  respondents,  as  well  as  two  additional 
communities  indicated  that  suspension  of  the  progr2uns  would 
jeopardize  the  loan  guarantee  prograim  in  their  community. 

Suggestions  for  Improving  the  Program 

Survey  participants  were  asked  to  suggest  changes  to 
the  Section  108  loan  prograon  which  they  would  recommend  to 
improve  it.   Eleven  of  the  respondents  did  so,  and  the  roost 
popular  suggestion  was  to  extend  the  repayment  period  on 
loans  guaranteed  by  Section  108.   Other  suggestions  included 
more  flexible  credit  criteria;  expansion  of  eligible  activities; 
and  designation  of  a  particular  Washington,  D.C.,  HUD  office 
staff  person  to  coordinate  the  program  and  counsel  participants. 
Many  of  those  responding  to  the  question  simply  noted  that  they 
felt  Section  108  is  a  "good"  progrsun  and  should  be  kept  on  the 
books. 
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Chairman  Gonzalez.  I  might  say  that  I  have  one  particular 
question.  Some  of  the  others  I  anticipated  have  been  answered  by 
Mayor  Thomas  in  the  course  of  his  answering  the  other  members. 

But  Mr.  Fauntroy  has  come  in,  and  I  am  going  to  yield  to  him 
for  his  5-minute  period. 

Mr.  Fauntroy.  Thank  you,  Mr.  Chairman.  I  do  want  to  apologize 
to  the  panel  for  not  having  been  able  to  be  here  throughout  the 
course  of  your  presentation.  I  have  read  your  statements,  however, 
and  I  look  forward  to  covering  at  least  some  of  the  material  which 
I  trust  has  not  been  covered  heretofore. 

Let  me  begin  with  Ms.  Reynolds.  You  have  estimated  that  be- 
tween 50,000  to  100,000  units  could  be  constructed  with  the  $1.3  bil- 
lion authorized  for  the  multifamily  construction  program  if  20  per- 
cent of  the  units  are  available  for  low-income  families.  And  you 
have  recommended  changing  the  multifamily  construction  program 
by  increasing  the  percentage  to  be  provided  for  low-  and  moderate- 
income  people  from  20  to  30  to  40  percent.  Have  you  estimated  how 
many  fewer  units  could  be  constructed  with  the  authorized  funds  if 
your  recommendation  were  adopted? 

Ms.  Reynolds.  No,  sir,  we  have  not  run  the  math  to  see.  There 
are  so  many  various  ways  things  can  be  financed  today,  it  would  be 
hard  to  draw  a  hard  and  fast  number. 

We  do,  however,  feel  that  even  though  there  would  be  fewer 
units  constructed  by  some  measure,  that  the  focus  ought  to  be  as 
much  as  possible  on  the  lower  end  of  the  income  scale  and  that  the 
tradeoff  is  worth  it,  although  I  am  sorry  we  have  not  run  the  num- 
bers. If  we  ever  come  up  with  a  reasonable  estimate,  we  will  get  it 
to  you. 

Mr.  Fauntroy.  The  President's  budget  calls  for  $150  million  for 
the  rehabilitation  program,  although  the  exact  features  of  this  pro- 
gram are  not  known,  since  HUD  has  not  yet  submitted  its  1982  leg- 
islative package.  Could  you  comment  on  how  this  program  might 
differ  from  the  312  program  and  if  cities  see  a  need  to  change  to 
another  rehabilitation  program  at  this  time? 

Ms.  Reynolds.  The  major  difference  that  I  am  aware  of  has  to 
do,  of  course,  with  the  fact  that  localities  would  be  required  to  con- 
tribute 50  percent  into  what  they  are  calling  their  rehabilitation 
block  grant  program.  That,  of  coure,  is  the  major  change  from  the 
312. 

In  a  country  this  size,  $150  million  equates  to  a  little  more  than 
a  pilot  project.  It  is  not  very  sweeping.  Not  very  many  of  us  would 
get  access  to  much  of  that.  Our  position  is  to  continue  to  support 
the  section  312  program.  We  find  that  that  program  has  provided 
us  with  a  good  deal  of  help  over  time  and  we  are  not  prepared  to 
give  it  up,  although  the  new  $150  million  with  the  50-percent 
match  may  be  something  to  be  added  on  as  a  pilot  to  find  out  what 
kind  of  response  there  would  be  to  local  governments,  but  not  as  a 
replacement.  It  would  not  replace  the  312  program. 

Mr.  Fauntroy.  Incidentally,  any  member  of  the  panel  who  may 
wish  to  comment  on  any  of  these  questions,  please  feel  free  to  do 
so. 

Ms.  Keeton.  Mr.  Fauntroy,  I  wanted,  on  your  first  question,  and 
it  is  in  our  testimony  that  we  suggest  you  look  not  only  at  increas- 
ing the  20  percent  but  also  possibly  putting  an  upper  limit  of  120 


Digitized  by  VjOOQIC 


692 

percent  of  median  income  or  some  such  limits  on  the  bcdance  of  the 
units,  so  that  they  do  not  go  to  upper  income  persons. 

But  the  more  fundamental  thing,  as  I  have  been  hearing  and 
working  with  developers  who  are  trying  to  do  20  percent  units  now 
with  the  assumption  they  may  not  have  survived  the  tandem  is 
what  the  interest  rates  are  that  determine  how  deep  they  can 
really  cut  in  terms  of  the  low-income  20  percent,  because  you  can 
cream  that  too,  if  you  know  what  I  mean. 

And  I  think  that  we  would  urge  that  we  continue  to  keep  author- 
ization for  IRB's  for  multifamily  housing  wherever  that  legislation 
occurs,  but  we  would  surely  support  the  continuation  of  the 
tandem  that  is  in  this  bill. 

Mr.  Fauntroy.  Ms.  Keeton,  you  said  the  National  Association  of 
Counties  was  supportive  of  the  administration's  proposed  modifica- 
tion of  section  8  existing  housing  program  that  would  remove  the 
cap  on  fair  market  rents.  This  proposal,  as  I  understand  it,  would 
allow  tenants  who  are  confined  to  cheaper  units  to  retain  the  dif- 
ference in  the  subsidy. 

Ms.  Keeton.  That  is  correct.  My  comment  was,  though,  that  that 
will  not  work  in  all  communities,  that  it  depends  upon  what  the 
resources  are  that  they  have  to  choose  from.  It  does  have  the  ad- 
vantage where  there  are  housing  choices  available  to  them  to  give 
those  who  count  to  have  that  incentive. 

I  would  not  urge  that  as  a  substitute  but  rather  as  an  alterna- 
tive. 

Mr.  Fauntroy.  Of  coure,  the  flip  side  of  that  proposal  is  also  to 
permit  tenants  to  pay  more  than  the  fair  market  rent  if  they  want 
to  use  their  own  funds. 

Ms.  Keeton.  Well,  they  have  been  doing  that. 

Mr.  Fauntroy.  Did  you  not  also  support  this  modification? 

Ms.  Keeton.  The  same  thing,  the  same  principle:  where  it  will 
work — with  skepticism  that  it  will  work  very  far. 

Mr.  Fauntroy.  You  recommended  also  distributing  the  multi- 
family  construction  stimulus  funds  on  an  entitlement  and  formula 
basis.  What  recommendations  do  you  have  for  the  criteria  that 
should  be  on  that  formula? 

Ms.  Keeton.  In  terms  of  percentages  again,  or  methods  of  financ- 
ing? Excuse  me  if  I  do  not  understand  the  question. 

Mr.  Fauntroy.  Well,  essentially,  just  the  criteria  for  arriving  at 
the  formula,  to  be  included  in  the  formula. 

Ms.  Keeton.  I  think  one  of  the  things  you  could  do  would  be  to 
leave  some  flexibility  there  so  that  if  Qiey  were  able  to  provide,  if 
the  community  needed  larger  bedroom  units  for  families  rather 
than  smaller  units  for  elderly,  for  example,  some  carrots  in  terms 
of  extra  points  or  percentages  to  enable  that  to  happen. 

I  think  that  that  is  an  area  where  there  ought  to  be  limitations 
in  terms  of  a  minimum  amoimt  but  encouragment  to  go  farther  at 
least  and  that  you  may  wish  to  up  above  the  20  percent. 

I  would  also  ask  you  to  consider  what  you  do  with  the  other  80 
percent.  We  all  have  to  be  realistic  about  the  construction  dollars 
these  days.  And  that  is  not  going  to  be  easy.  And  I  do  want  to  say 
again  that  I  think  that  the  programs  that  have  been  available, 
both  the  HUD  insurance  programs  and  the  GNMA  and  others, 
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have  made  the  housing  that  has  happened  in  the  last  3  years  possi- 
ble. 

Mr.  Fauntroy.  I  just  want  to  suggest,  Mr.  Chairman,  that  I 
guess  what  we  are  searching  for  is  the  kind  of  formula  that  would 
have  to  be  based  upon  such  things  as  the  age  of  the  housing,  the 
poverty  level,  and  the  like,  because  I  do  not  think  we  could  do  what 
you  suggested  under  the  entitlement  formulas. 

Ms.  Keeton.  Excuse  me.  The  bill  does  suggest  some  of  the  crite- 
ria where  there  is  overcrowding  and  all  of  those.  And  I  think  that 
those  are  good  considerations  that  are  in  the  bill  now.  If  we  have 
further  suggestions,  we  will  be  sure  to  share  those  with  you. 

Mr.  Fauntroy.  Ms.  Reynolds,  you  seem  to  want  to  comment. 

Ms.  Reynolds.  We  appreciate  the  parts  of  the  formula  that  are 
already  in  the  bill.  We  think  that  is  the  right  tack  to  take.  Some 
sort  of  an  almost  UDAG-type  requirement  in  terms  of  poverty  and 
all  of  that.  You  would  obviously  have  to  add  into  that,  I  think,  a 
stronger  component  for  age  of  housing  and  vacancy  rates,  that  sort 
of  thing. 

And  you  also  might  want  to  look  at  the  housing  growth  rates 
within  a  community.  For  example,  I  would  think  a  community  that 
has  had  a  very  slow  growth  in  housing  at  the  same  time  where 
they  have  had  a  high  growth  in  population  influx  or  their  poverty 
levels  have  gone  up  or  the  employment  has  gone  down,  those 
things  would  need  to  be  melded  in  to  find  a  reasonable  base  for 
how  to  do  it. 

No,  I  would  not  think  simply  the  entitlement  formulas  would  be 
sufficient  to  deal  with  that. 

Mr.  Fauntroy.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Fauntroy. 

And  I  will  continue,  because  it  also  anticipates  one  of  the  ques- 
tions I  had  for  Ms.  Keeton. 

Of  course,  I  share  your  concern  about  that  20  percent  in  the  new 
multifamily  rental.  And,  of  course,  as  far  as  I  was  concerned,  I 
would  have  a  different  druther.  But  the  overriding  concern  there — 
and  it  is  a  question  I  am  going  to  ask  of  you — is  do  you  feel  that 
increasing  the  number  of  units  would  tend  to  or  actually  discour- 
age the  developers  from  becoming  involved  in  the  program? 

This  is  the  thing  that  we  had  to  confront  when  we  were  deliber- 
ating. The  plain  fact  is  that  we  can  go  ahead  on  the  other  but  reali- 
ty is  that  developers  are  not  going  to  come  in. 

Ms.  Keeton.  I  am  very  conscious  of  that,  and  have  worked  close- 
ly with  the  Maryland  homebuilders  on  this  issue.  And  I  must  tell 
you  that  people  who  have  had  long-term  commitments  to  the  mul- 
tifamily housing  industry  are  now  choosing  to  expand  their  portfo- 
lios to  office  space  and  other  things  because  the  dollars  do  not 
work. 

And  95  percent  of  all  of  the  multifamily  built  in  the  last  3  years 
in  Maryland  has  had  some  form  of  Federal  assistance.  And  we  do 
not  see  replacements  for  that.  People  are  struggling  to  do  that. 
And  we  have  people  who  really  want  to  build  that  kind  of  housing 
and  do  it  with  quality  that  you  would  be  proud  of.  But  the  dollars 
do  not  work  at  the  interest  rates  that  even  the  IRBs  have  to  offer. 

And  the  State  is  helping  in  any  way  they  can  with  the  State 
housing  program.  So  what  you  are  really  doing  is  finding  many 
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players  to  put  together  in  new  ways.  And  we  are  searching,  but  I 
think  we  are  at  real  risk  in  terms  of  continued  production  of  multi- 
family  housing  in  the  immediate  future. 

That  is  why  we  treasure  so  much  your  efforts  to  at  least  make  a 
dent  in  that. 

Chairman  Gonzalez.  Well,  thank  you  very  much. 

Ms.  Reynolds. 

Ms.  Reynolds.  In  the  future,  I  think,  cities  are  going  to  have  to 
be  much  more  creative  as  partners.  I  believe,  for  example,  as  I 
have  told  you  today,  that  where  there  is  the  Federal  commitment, 
it  should  be  very  deep  and  should  be  to  lower  income  people  to  pro- 
vide housing. 

I  think  that  in  order  to  overcome  what  you  are  talking  about  in 
•terms  of  a  developer  simply  not  being  able  to  get  things  together  to 
do  that  if  you  want  to  cut  in  too  deep  on  him,  I  think  the  local  gov- 
ernment is  going  to  have  to  be  much  less  stubborn  in  dealing  with 
the  private  side  and  in  cutting  more  UDAG-like  deals.  If  you  will 
build  me  a  project  with  40-percent  low-income  housing  and  with  no 
units  over  120  percent  of  median,  then  I  will  rezone  your  adjacent 
land  to  allow  the  shopping  center  complex  that  could  be  adjacent 
to  that  and  make  your  economics  work. 

I  mean  I  think  we  are  going  to  have  to  stop  looking  at  housing  in 
a  total  vacuum  in  terms  of  encouraging  our  developers.  We  are 
going  to  have  to  look  at  it  as  it  should  be,  as  a  total  community 
need  and  see  what  can  be  offered  to  the  private  side  to  make  it  at- 
tractive enough  to  put  that  private  money  into  it. 

Chairman  Gonzalez.  Thank  you  very  much. 

And  then  another  followup  question,  and  I  wish  Mr.  Fauntroy 
had  been  able  to  stay  here. 

I  guess  this  would  be,  in  view  of  the  dialogue,  directed  to  Mayor 
Primas  and  Ms.  Reynolds. 

What  advantages  do  you  see  in  the  voucher  program  that  cannot 
be  accomplished  by  extending  the  section  8  existing  housing  pro- 
gram? 

What  are  the  potential  problems  that  a  voucher  program  would 
cause  in  your  particular  communities  if  the  voucher  payments 
were  too  shallow  and  the  low-income  tenants  had  to  pay  more 
than,  say,  30  percent  of  their  income  for  rent — particularly  families 
with  children? 

Ms.  Reynolds.  In  the  city  and  county  of  Denver  I  see  the  vouch- 
er program  as  being  a  not  terribly  useful  tool,  because  we  have 
such  a  tight  housing  market.  There  is  no  place  to  go  with  the 
voucher  where  it  would  help  enough. 

As  you  say,  what  would  happen  is  someone  would  take  a  voucher 
out,  find  the  lowest  priced  place  they  could.  Now,  it  might  be  sub- 
standard, and  I  do  not  think  it  is  a  Federal  goal  to  subsidize  people 
into  substandard  housing.  On  the  other  hand,  it  may  be  a  fine 
place  that  they  actually  get  access  to,  but  they  are  paying  more  for 
it  with  their  limited  incomes. 

The  results  of  that  are  not  immediate  and  obvious.  If  they  could 
find  the  money  to  put  into  it,  they  have  a  place  to  live.  The  results 
are  much  more  socially  damaging,  in  my  mind.  If  you  are  really 
talking  about  low-income  people,  you  are  talking  about  decisions  of 
not  feeding  the  children  as  properly  as  they  should  be  or  not  giving 
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them  the  educaticHial  advantages  that  perhaps  they  could  use  to 
goodefiect 

You  are  talking  about  making  the  landlord  less  responsible  for 
keeping  the  unit  up  to  snuff,  to  keeping  his  costs  low.  The  voucher 
program  is  talking  about  almost  penalty  points  for  food-stamp  re- 
cipients, ^i^ch  means,  cX  course,  that  the  larger  the  family  the 
more  food  stamps  you  get  Scnnetimes  a  food-stamp  income  super- 
sedes the  other  income  in  the  household,  and  you  are  simply  talk- 
ing about  a  nontransferable  money. 

There  are  places,  I  am  sure,  where  the  voucher  program  would 
woiiL  if  you  have  enough  housing  already  built  and  you  have 
enough  opportunities  for  people  to  move  to  different  jobs  to  be  close 
to  the  housing  that  is  available  if  there  is  also  work  there.  Most  of 
us  do  not  live  in  that  kind  of  an  idealized  world. 

I  find  the  voucher  program,  if  it  has  anything  to  recommend  it, 
would  be  as  an  option  for  communities  where  it  is  possible.  I  have 
talked  to  many,  many  people  throughout  the  country,  and  I  have 
yet  to  find  a  community  that  seems  to  think  that  they  are  the 
likely  place  to  try  it. 

Mayor  Thomas.  Again,  Mr.  Chairman,  the  U.S.  Conference  of 
Mayors  has  asked  its  membership  to  advise  us  on  what  the  effect  of 
vouchers  would  be  in  their  individual  communities.  And  we  will 
share  that  information  with  the  committee  also. 

Chairman  Gonzalez.  Thank  you  again. 

[Mayor  Thomas  submitted  the  following  report  by  Lanny 
Shiunan  of  the  Seattle  Office  of  Management  and  Budget,  ''Analy- 
sis of  Proposed  Changes  in  the  Federal  Section  8  Existing  Program":] 
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ANALYSIS  OF  PROPOSED  CHANGES  IN  THE 
FEDERAL  SECTION  8  EXISTING  PROGRAM 


Lanny  Shunan 

Office  of  Management  and  Budget 

City  of  Seattle 

April  I»  1982 


SUMMARY 


Ihe  President's  FY  1983  budget  proposes  a  dramatic  shift  In  the*  way  IIUO  provldnn 
h^^Uilng  assistance.     The  budget  calls  for  the  virtual  elimination  of  new 
con5>truct1on  and  rehabilitation  programs  In  favor  of  a  nodi  fled  Section  8 
Existing  program.     In  FY  *83  over  90  percent  of  all  new  direct  rental   housing 
assistance  would  be  supplied  through  privately  owned  existing  housing  compared 
with  less  than  20  percent  in  FY  '80. 

The  FY  1982  budget  raised  tenant  contributions  from  25  percent  of  Income  to  30 
percent  for  all   Section  8  programs.     The  FY  '83  budget  assunes  a  number  of 
changes  In  the  Section  8  Existing  program  Itself.     The  program  would  no  longer 
limit  recipients  to  units  with  rents  less  than  Fair  Market  rents.    Recipients 
wjuld  live  In  any  decent  housing  regardless  of  rent  levels*  but  would  receive  a 
housing  allowance  based  on  a  new  rent  standard.     A  minber  of  other  changes  are 
desi'jocd  to  reduce  the  eligible  populations  and  to  Increase  the  amount  that 
program  participants  pay: 

0    requiring  that  food  stamps  be  counted  as  Income. 

0    reduction  In  program  eligibility  from  80  percent  to  SO  percent  of 
median  Income. 

0    elimination  of  an^jal  assistance  Increases  Increases  to  compensate  for 
inflation  In  housing  costs. 

First  year  impacts  of  these  changes  on  Seattle's  program  vary.     The  FY  '82 
increase  in  required  tenant  participation  will  be  "phased  in"  over  5  years  and 
the  first  year  impact  will  be  small.     The  elimination  of  Fair  Market  rents  will 
actually  benefit  some  Seattle  recipients,  those  whose  total   housing  costs  are 
below  the  new  rent  standards.     These  gains  would  be  more  than  offset  by  the 
change  requiring  food  stamps  to  be  counted  as  Income  and  by  the  Increase  In 
tenant  participation.     The  average  decrease  In  housing  assistance  In  the  first 
year  would  be  about  $40  per  month  for  each  assisted  household. 

Longer  term  Impacts  are  more  difficult  to  predict.    The  elimination  of  annual 
Increases  In  assistance  to  compensate  for  Inflation  will  mean  that  the  value  of 
the  assistance  payment  will  be  seriously  eroded:     Average  nonthly  rents  could 
increase  by  $100  to  $200  over  a  five  year  period  with  no  change  In  assistance. 
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T»-  purpose  of  this  paper  is  to  explain  r he  changes  in  HUn's  Section  8  Fxistirrg* 
;ii:o<jrai.  and  ho.'  the  changes  will  affect  the  Seattle  area   housing  assist.mce 
recipients.  The  paper  sunnarizes  tho  changes  in  federal  funding  of  housing 
rrograms;  corpt>res  the  current  Soctici  P,   Fxisting  progran  with  the  proposed 
nodificd  proyron;  and  quantifies  the  specific  inp.icts  of  the  progrnm  changes  on 
Seattle  recipicr.:s.. 

CHANfiFS  IN  FEDERAL  HOUSING  ASSI STA\'^: 

The  President's  proposed  FY1982  rescissions  and  FY  1983  budget  shift   federal 
housing  effort-.  ^Irost  exclusively  Ir'.o  ..ssistance  to  tenants   in  existing 
housing,  virtually  eliminate  the  New  Con!> '.ruction  and  Substantial   Rehob11it.i:ion 
Proyrans   (with  f'-e  exception  of  the  Section  ;V202  progran).  and   increase  the 
anounts  that  hoosing  a->sistance   recipients  nust  contribute  toward  th^-ir  rents. 
The  following  ta:)ic   shov/s  the  chang'js   in  the  najor  Hlin  housing  prograns   frori 
1980  to  1983,  and  the  proportion  each  program  represents  of  total   new  fc:!.^rally 
assisted  units   for  the  ye.ir. 


Nunbers   of  Newly  Assisted  Housing  (hits  Funded 
by  f-ldjor  HUn  H:;using  Prograns  -   l<rP.0-83 


Progran 
Section  8  Fxisting 


Modified  Section  8 
Existing  ("vouchers") 

Section  8/202 


Section  8  New  Cons- 
truction/Moderate Rehab 

Section  8  Moderate 
Rehabilitatior. 


FY80 

47,022 
19.fi", 


20,440 
8.5n 

94,758 

39.4% 

40,000 
16.6", 


_FY81 

85,289 
38.7% 


15,166 
6.9% 

58,69 
26.6% 

24,981 
11.3% 


Proposed 
FY82^ 

186,385 
84.8% 


16,933 
7.7% 

5,569 
2.5% 

10,720 
4.9% 


Proposed 
_FY83 

5,00(1 
4.1". 

106.6152 
87.7% 

10,000 
8.2% 

0 
0.0% 

0 
0.0% 


Public  Housing 
Total ,   Al 1   Programs 


38,172 
15.9% 

240,392 

100. (.; 


36.370 
16.5% 


220. SOI 
100.0% 


310 
0.1% 

219,917 
100.0% 


0 
0.0% 

121,615 

100. (V 


The  1983  Housing  assistance  programs   rely  heavily  on  a  r.odificd   forn  of  the 
Section  8  Existing  program,   sonetines   called  the   "voucher"  progran.      Note  that 
in   19.'^.1  only  abojt   a   fifth  of  newly  assisted  units  were  provided   through  the 
the  use  of  existing  housing,  while  over  90%  of  newly  aswsted  units  proposed   in 
Ihe  FY83  progran  would  be  provided  with  existing  housing. 

Uhis  column   incorporates   changes    in   the  FY  1982  budget   proposed   in  the  FY  83 
budget. 

^l.'hiie  these  ^jnits  are  classified  as   "newly  assisted,"   in   fact   60,615  of  the 
units  would  be   used  to  buy  out  obligations   under  tl'.e  current   certificate 
program,   and   thf   renaining  units  will    be   used   in   conjunction  with   tlio 
Rental   Rehabilitation  Proyan  and  with  the  sale  of  HIT)  owned  propiTilc-. . 
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The  assistance  payments  Mould  not  90  up  with  higher  rents  or  down  with  lower 
rents.     If  an  assistance  recipient  chose  to  rent  vtry  expensive  housing,  the 
additional  costs  would  come  out  of  his/her  pocitet.     Conversly,  finding  housing 
cheaper  than  the  Standard  Rent  would  accrue  benifit  to  the  recipient. 

In  addition,  HUn  is  proposing  el1«1natiofi  of  inflation  adjustments.    Vouchers 
would  be  good  for  five  years  at  the  asslstanLe  leve:   determined  in  the  first 
year  of  participation.     Under  the  current  prugran  ^tslstance  payments  are 
adjv.'ited  each  year  to  reflect  changing  rent  UveU. 

The  following  table  compares  major  aspects  of  the  current  and  proposed  programs 
and  shows  the  Seattle  area  1981  Fair  Marlcet  Rents,  estimated  Standard  Rents  and 
inconn;  eligibility  leveU,     For  comparative  purposes  the  Standard  Rents  have 
been  estimated  as  if  they  had  been  itnplenefited  in  1961,     The  actual   Standard 
Rents,  v/hen  they  sr&  f^n4lly  Implemented  byTO17wil1   also  be  adjusted  upward  to 
account  for  infUtkn. 


Proposed  Modifications:   S^r.^on  ft  FuJstlng  Prognin 


Eligibility 


Household  contri- 
bution 


Rental  Assistance 
level 


Current  System- 
Section  6  E)t1  sting  Program 

Families,  elderly,  and  han- 
dicapped below  the  80%  of 
median  Income  standard  (lid- 
ded In  Seattle  at  69.7%). 
Standards  for  the  Seattle 
area  are: 

1  person  $1271/month 

2  persons  $1450 

3  persons  $1629 

4  persons  $1813 

5  persons  $1925 

25%  of  adjusted  gross  Income 
(I.e.,  «fter  deductions  of 
excess  medica    expenses  and 
of  $300  per  child).  The  25% 
Includes  an  approved  allow- 
ance for  utilities.  Congress 
has  already  approved  the  In- 
crease to  30%. 

mn  pays  the  difference  be- 
tween ttw  required  house- 
hold contriNsTfon  and  the 
total  of  the  housing  unit 
contract  rent  and  a  utili- 
ties allowance.     This  total 
cannot  exceed  the  Fair  Har- 
Icet  Rent. 


Proposed  System-  ftodUled 
Section  ft  ExJjting  or  ^Vouchers" 

fill     es     elderly,  and  handi- 
ci-iped  below  the  SOT.  of  median 
'ctyie  standard,   including 
f:od  stanps*     The  1981  stan- 
dards for  the  Seattle  area 
would  be: 

1  person  $  g08/nonth 

2  persons  $1042 

3  persons  $1171 
A  persons  $1300 
S  persons  $1404 

3^;  of  adjusted  gross  Incone 
for  new  participants.     The  5% 
Increase  will  be  phased  1n  <w«r 
the  next  5  years  for  current 
recipients.  I.e.,  2fit  the  first 
year,  27%  the  second    and  so  on. 
Again,  Income  will  now  Include 
food  stamps. 

ifJD  pays  the   :ifference  between 
the  household  contribution  and 
a  new  "Stdndard  i^-^wi      r.jr   Uw 
size  unit  the  household  qtMl 
fles  for.  The  assistance  pay- 
ment will  be  this  difference 
regardless  of  the  actual  total 
expenses  for  the  unit 
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SECTION  8  KXISTIWn  HOUSING:  PROPOSEfl  CMANGFS 

The  new  program,  explained  in  detail  below,  represents  a  nunber  of  shifts  in  the 
v/ay  HUD  provides  assisted  housing: 

HUn  will  provide  most  housing  assistance  through  existing  housing  units, 
relying  on  the  private  housing  narkot,  partially  in  response  to  the  denend 
created  by  the  HUD  prograns  thenselves,  to  provide  new  and  substantially 
rehabilitated  housing. 

Housing  assistance  recipients  will  now  be  allowed  to  live  In  any  housing  they 
choose  regardless  of  the  rent  (so  long  as  it  is  not  substandard  housing). 
Assistance  payments  will  be  based  on  a  "standard  rent"  and  will  not  very  with 
the  actual  rent  tenants  pay.  This  progran  change  will  provide  participants  a 
reason  to  seek  out  the  least  expensive  housing. 

HUn  will  reduce  the  amount  of  assistance  provided  to  each  household. 
Recipient  hoi..";f»holds  now  nre  required  to  pay  2S1   of  their  incones  for 
rent.  This  ncximun  contribution  will  soon  be  chang.  !  to  2(\%   although  current 
participants  will  be  "phased  in"  over  a  5  year  period.  The  now  progran  will 
also  require  thfit  food  stamps  be  counted  as  income  and  will  olininate 
HUn  paying  for  utilities  in  cases  where  utilites  bills  exceed  the  maxiiRun 
household  contribution. 

The  modified  certificates  will  be  good  for  only  five  years  at  the  same; 
dSE  stance  evel  as  the  original  year  of  application.  There  will  he  no 
annual  adjustments  for  inflationary  Increases  in  rent  levels. 

Current  Progratn:  Under  the  Section  R  Existing  program,  housing  assistance  recl- 
pient^  pay  a  rwxin^in  of  25%  of  thr^ir  adjusted  gross  Income  (after  deductions  for 
childrer)  and  excess  medical  exper  '^s).  The  25",  maximum  also  Includes  an 
al  ottflnce  for  trt  lities.  There  are  more  generoMS  provisions  for  yiery   large,  wcry 
low  income  hnuscholdi  but  tnt-:^  cases  repres  t  a  very  small  part  of  assisted 
households.  Eligib  e  touseholds  are  those  whose  incomes  are  under  a  set  of 
Income  limits  set  by  HUD.  The  Income  limit  for  a  family  of  four  is  80%  of  the 
area  medi.  ;i  income;  this  limit  Is  adjusted  for  different  household  sizes.  (The 
actual  Unit  In  the  Seattle-Everett  area  Is  69.7%  of  median  income  because  of 
"lidding"  of  the  limit  In  higher  income  areas  such  as  Seattle.) 

Eligible  housing  units  are  "decent,  safe,  and  sanitary"  housing  units,  generally 
units  In  good  condition  v^rhich  have  both  bathroom  and  kitchen  facilities  and  meet 
other  HUn  size  standards.  Rent  for  the  units  must  be  less  than  Fair  Market 
Rents  for  the  area.  Fair  Market  Rents  are  rents  determined  by  HUD  to  be  the 
median  (50th  percentile)  rents  for  qualifying  housing  In  the  area,  excluding  new 
units. 

Proposed  Program:  A  number  of  major  modifications  to  the  Section  8  Existing 
program  have  been  proposed  for  Implementation  in  FY1983  or  sooner.  Income  eli- 
gibility limits  for  the  program  would  be  reduced  from  the  current  80%  standards 
to  50%  of  the  median  Income.  HUO  is  proposing  that  a  new  ^^ii  ^^       ■.■^.■■■:  r(\ 
Rents"  be  used  for  determining  the  level  of  assistance  to   reel  pi  Jtl  household. 
The  standard  rent  would  be  the  40th  percentile  area  rent  leve^  for  hoti^  ng  units 
of  each  size,  excluding  new  units.  All  "decent,  safe,  and  ^>n  t*ry"  hou   g 
units  would  be  eligible,  regardless  of  rent  levels.  Assistance  paynents  v/ould 
the  difference  between  30%  of  adjusted  gross  income  and  the  standard  rent. 

*Evidence  from  the  Experimental  I'ousing  Allowance  Program  indicates  that  the 
market  does  not  respond  this  way. 
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Current  System- 
Section  fl  FxUtIng  Program 

Fj^r  MarVftt  Rent^:  These 
reKt  TeVel 1  are  SOtH  per- 
cent Ue  rents  for  rent*! 
units  in  the  regf<in    The 
total  of  contfact  rents  and 
utilities  in  assisted  units 
cannot  exceed  these  levels. 
SeattU-tverett  area  Fair 
Market  Rents  for  1981  are: 

0  bfdroon  $274 

1  bedrooms  $334 

2  bedrooms  $394 

3  bedrooms  $493 

4  bedrooms  $539 

"Decent,  safe  and  sanitary" 
housing  units  with  rents 
at  or  below  Fair  Market 
Rents.  HUD  Area  Offices  may 
exceed  FMR's  by  up  to  20% 
In  certain  circumstances. 


Certificates  are  updated 
annually  using  new  parti- 
cipant Incomes,  contract 
rents,  and  Fair  Market 
Rents 


proposed  Syttem-  Modified 
Section  8  E)t1st^nq  gr  "Vouchers* 

Standard  ftents^:  T>»ese  rents  are 
the  *nth  percentHe  of  rents  for 
unUs  in  the  region,  (Again,  the 
rents   include  utlHtes  costs.) 
Their  purpose    s  only  t(>  <icterw1(ie 
the  level  of  assistance  for  each 
certificate.  Ettiisated  StaiHlard 
Rents  for  the  Seattlr-tvirett 
area  for  1981  are: 

0  bedroom    $248 

1  bedrooms  $303 

2  bedrooms  $357 

3  bedrooms  $447 

4  bedrooms  $488 

Any  'decent,  safe  and  sanitary' 
housing  unit.     Participants  mey 
rent  aft,-  price  unit  they  wish^  b»rt 
additional    rent  above  the  standard 
rent  will  be  paid  by  the  tenant 
Conversly,  rent  savings  realized 
by  renting  a  unit  below  the  stan- 
dard will  accrue  to  the  tenant. 

Certificates  would  be  good  for 
5  years  with  no  Increase  in  the 
assistance  payment.  (Periodic 
inflation  adjustments  In  the 
standard  rents  would  apply  to 
new  participants  only.) 


There  are  a  total  of  9379  households  In  Seattle  receiving  direct  rental 
assistance  under  various  HUD  programs.     Of  these,  1957  hold  certificates  under 
the  Section  8  Existing  program  administered  by  the  Seattle  Housing  Authority. 
The  estimated  "universe*  of  HUD  Section  8  units*  In  Seattle  is  as  follows: 


Elderly/ 
Handicapped 

Families 

All  Sec  8 

Assistance 

SHA  owned  public  housing 

3959 

1891 

5850 

Section  8  Existing  (pri- 
vately owned 

881  . 

1076 

1957 

Other  Section  8 

1426 

146 

1572 

Total 

6266 

3113 

9379 

Does  not  Include  2078  units  with  direct  rental  assistance  payments  under 
the  Rent  Supplement  Program.    Most  of  these  units  are  for  elderly  and 
handicapped  persons. 
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It   Is  the  inpact  on  the  19f>7  households  in  the  ^^ction  R  Existing  "program  witH 
v/hich  we  are  concerned.     The  following  table  s'    .-/s  the  estimated   income  distri- 
bution among  the  households  in  this  group. 

Estinatcd   Income  Levels,  Current  Certificate  Holders 


Income  level   exprcised 
as  a  r.  of  median  income 

Hderly/ 
Handicapped 

Families 

Total  .  All 
Households 

numb or 
479 

% 

number 

% 

number 

i 

0%  to  20% 

54.4% 

631 

58.7% 

UIO 

56.7% 

20%  to  3on 

249 

28.3% 

196 

18.2% 

445 

22.7% 

30%  to  40:'. 

80 

9.1% 

107 

9.9% 

187 

9.6% 

40%  :o  5o:; 

63 

7.1% 

107 

9.9% 

170 

8.7% 

50r,  to  R0% 

10 

1.1% 

35 

3.3% 

45 

2.3% 

All    income  groups 

881 

100.0% 

1076 

100.0% 

1957 

100.0% 

Note:   Estimates  based 

on  10% 

sample  o 

f  curren 

t  cert  if 

icdte  holders. 

It  is  H'JD's  intent  eventually  to  replace  the  current  Section  8  Existing  cer- 
tific.-..QS  with  the  new  modified  certificates.     The  following  are  assessments  of 
the  major  changes   in  the  program:  the  increase::  ,..: .,. :::.:ge  of  income  that  HUD  is 
requiring  participant  households  to  pay     proposed   for   "phase  in"  over  the  next 
five  years   for  current  participants       the.  change        income  eligibility  from  the 
80%  of  median  income  based  standard   To  a  50^  based  standard;  the  inclusion  of 
food  stamps  for  the  purpose  of  determining  the  level   of  benefits;  the  elimina- 
tion of  a  utilities  allowance;  and  the  implimentation  of  "standard  rents" 
(replacing  Fair  Market  Rents).     The  total    impact  of  the  changes   is  also  assesed 
and  sunmarized  in  a  table  on  the  last  page.     No  attempt  tias  bi?tn  Pi^dt?  to  d^sess 
the  long  term  impact  of  the  elimination  of  an  annual    inflation  adjustment. 

I Ti c rp a 5 ed  hou $ e hoj d  c ont r i bu tip n t   The  household  contribution  in  Section  8 
praTjrams   has  histVricaTly  been  25t  of  adjusted  household  income.     As  part  of  the 
FY  i9fl?  bufTtjet,   the  tenant   contribution  was  shifted  to  30%  of  adjusted  income. 
Regulations  have  not  yet  been     ssued  to    npl^ment  thi     change,  but  it  is  HUO's 
intent  to  phase  in  the  new  part ici pat  1of»  rate  for  current   certificate  holders, 
probably  increasing  the  requirement  by  one  percentage  point  per  year.     The  total 
impact,  i.e.,  making  the  charnj^   in  one  year*  wou  d      crease  the  amount  the 
average  Seattle  participant  vould  pay  by  5?^  per  rvcmth;  the  first  year  impact 
would  be  an  increase  of  a  little  loss  *>idr  $5  per  month.   (See  summary  table 
below  for  impacts  on  elderly,   handicapped,  and  families.) 

Income  eligibility  changes:     Reduction  of  the  income  eligibility  from  the 
current  stc»ndar.l  to   •lie  50%  of  ned^ar^  inco*nE  standard  will   have  little  impact  on 
Seattle  certificate  holders       Only  about  ?!t  of  current  Seattle  certificate 
holders  have  incomes   higher  than  the  very    ow-income  standard.   The  change  would 
thus  make  about  45  housf  hold?  inejirrible   for  assistance  under  the  new  system. 
Over  three  quarters  of  the  "fibusehordsTcTi ml nated  are  non-elderly  families. 

Food  stamps  as  income:   The  more  serious   impact  on  Seattle  certificate  holders   is 
the  proposed  inclusion  of  food  stamps  as   income.     While  no  data  on  food  stamp 
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program  participation  was  available  In  the  sample,  virtually  all  certificate 
holders  are  eligible.     The  average  household  coupon  value  for  Public  Assistance 
recipients,  is  n05.^6<     Since  housing  assistance  recipients  are  required  to  mv 
30J  Df  their  incomes  for  rent,  on  the  average,  certificate  holders  will  pay 
about  $g7  per  inonth  more  in  rent  the  first  year  of  the  "phase  in',  and  t^en^ 
tually  would  pay  ibout  iZ2  per  month  more. 

jta_1dard  Rent  jmp1ementatio<i:    Under  the  current  program,  recipients  pay  the 
difference  between  ihTTi^red  household  contribution  and  the  total  of  the 
ci^ntract  rent  arvd  utilities  allowance.  This  total   Is  limited  by  FaU  Market 
Rents.     Under  the  proposed  ^jrograui,  the  assistance  payrwnt    it  the  difference 
between  the  required  household  contribution  and  a  new  "standard  rent", 
regardless  of  the  level  of  the  actual  contract  rent.    Standard  rents  are  to  be 
defined  as  the  40th  percentile  of  the  same  set  of  rental   uflit$  and  will  thus  be 
slighly  lower  rents  for  the  unz  size  units.     In  the  Seattle-Everett  area,  40th 
percentile  rents  are  about  91%  of  50th  percentile  rents. 

Under  the  current  system,  the  assistance  level   1$  the  difference  between  the 
required  hou«:shold  tontrihution  and  the  total   of  the  contract  rent  and  the  uti- 
lities allowance      The  proposed  prorjrarn  has  an   important  provUion:  assistance 
recipients  will   receive  the  diffencenc  between  their  required  contrlbtrtion  and 
the  standard  rent  for  their  unit  si le  regardless  of  the  level  of  actual   rent  or 
unices  costs.     Thus*  certificate  holders  whose  actual    rent  and  utiTities   ar"? 
less  lh»n  the  new  standard  rent  would  qiin  from  this  change »  and  those  who   pay 
more  would  lose.     Implementation  of  this  change  In  1981  would  have  resuUed  In 
an  average  loss  in  assistance  of  about  $8  per  month.     Note  tha.t  this  charge 
In  and  of  itself    would  actua  ly  Increase  assistance  to  elderly  and  handUappod 
households  while  decreasing  assistance  to  non-elderly  households.  (See  table 
below.) 

Total  Impacts:  The  table  on  the  next  page  suimarlzes  the  losses  and  gains  attrl- 
butable  to  each  program  change.     Note  that  the  impacts  of  the  changes  In  the 
household  contribution  requirement  and  In  the  Income  definition  have  been  shown 
for  one  year  only. 

HUD  has  estimated  that  annual  per  unit  costs  of  the  Section  8  program  will  be 
reduced  from  about  $3200  to  about  $2000.     This  appears  to  be  Inconslstant  with 
the  estimated  Impacts  on  Seattle  recipients:    Total  savings  per  unit  In  Seattle 
appear  to  be  only  about  $40  per  month  or  about  $480  per  year  per  unit  for  the 
first  year. 

The  long  term  Impacts,  of  course,  will  be  more  severe.    At  the  end  of  the  S-year 
"phase  in"    verago  assistance  payments  will  have  fallen  another  $22.62.    Even 
this  loss  understates  the  real  loss  since  program  recipients  will  undoubtedly  be 
paying  much  higher  rents.     Inflation  In  rent  levels  could  Increase  average  rents 
In  the  program  by  $100  to  $200  per  month  per  unit. 

The  analysis  of  Impacts  of  the  proposed  program  modifications  Is  based 
on  Standard  Rent  estimates  for  FY  1981.     The  estimates  were  made  using  1981  Fair 
Market  Rftnts    FHfi's)  and  preUminary  HUD  estimates  of  the  ratio  between  50th  and 
40th  percent*  e  rents  In  the  Seattle-Everett  SMSA.     Again,  the  Standard  Rent 
estimates  were  made  for  1981  in  order  to  calculate  the  estimated  Impacts  using 
1981  program  recipient  data  {  ncomes    contract  rents,  assistance  payments,  etc). 
The  Standard  Rent  estimates  are  not  predict  ons  of  those  HUO  will  promulgate  for 
the  actual   program.     HUD  will  Include  an  inflation  factor  In  calculating 
the  new  rent  schedule. 
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Summary  of  Estimated  Impacts  On  Monthly  Assistance 
Payments  to  Section  8  Existing  Certificate  Holders 


n.lerly 

Hanfli  capper 

Fa-nies 

All   Hslds 

Average  Assistance 
Payment,  1981 

$173.78 

$209.30 

$29-^32 

$245.73 

Chancjes   In  Program: 

0  Change  from  25% 
to  26%  of   income 
(1st  year  of 
"phase  in") 

-$4.20 

-$3.60 

-S5.10 

-S4.60 

0  Change  from  Fair 
Market  Rents  to 
"standard  rents" 

+$14.55 

+$8.10 

-$2^.47 

-^7.96 

0  n_ qui  ring  food 
stamps  to  be 
counted  as   in- 
come (1st  year 
i:-)act) 

(Infor 
for 

mat ion  not  i 
each  househ 

vailable 
old  type) 

-$27.40 

Total   Impact,  1st 
Year  Only 

? 

? 

7 

-$39.96 

Estimated  1981 
Assistance  Payment 
L'iidor  Revised  Pro- 

$205.77 

grd'i 

Digitized  by  VjOOQIC 


704 

Ms.  Keeton.  Mr.  Gonzalez,  we  prefer  section  8.  We  also,  the 
counties — my  neighboring  counties  in  the  Baltimore  area — have 
pulled  together  the  administrators  of  the  existing  section  8  pro- 
gram to  do  an  evaluation  of  the  voucher  proposal,  which  the  locsd 
governments  have  all  approved.  And  I  would  be  happy  to  share 
that  with  your  committee. 

It  deals,  in  part,  with  the  safeguards  to  be  sure  the  unit  is  code- 
acceptable  before  they  go  in,  for  example.  That  is  not  addressed  at 
this  point  in  the  vouchers.  The  modest  housing  counselor  provi- 
sions have  sometimes  made  it  possible  to  negotiate  with  landlords 
and  tenants  at  the  point  where  things  might  have  fallen  apart 
without  them.  And  there  are  a  whole  series  of  things  that  are  not 
really  paid  attention  to. 

And  the  dollars  do  not  work  out.  You  are  going  to  find  people  not 
having  enough  to  both  eat  and  have  a  roof  over  them,  as  she  said. 

We  will  share  that  with  you. 

Chairman  Gonzalez.  Do  you  have  that  study?  Is  it  finished,  or  is 
it  in  the  process? 

Ms.  Keeton.  No;  it  is  done. 

Chairman  Gonzalez.  Well,  when  and  if  you  can  provide  it,  we 
will  make  it,  with  unanimous  consent,  an  integral  part  of  the 
record  at  this  point. 

[In  response  to  the  request  of  Chairman  Gonzalez,  the  following 
letter,  dated  March  23,  1982,  was  received  from  Ms.  Keeton:] 
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(Eountg  (Hountil  of  'JjAoianth  (Eountg 

ELLICOTT  CITY.  MARYLAND  21043-4392 
992-2001 


March  23,  1982 

The  Honorable  Henry  B.  Gonzalez 
Chainaan,  Subcomnittee  on  Housing 
and  Conmunlty  Developaent  of  the 
CooMdttee  on  Banking,  Finance  and 
Urt)an  Affairs 

U.S.  House  of  Representatives 
2129  Raytxjrn  Office  Building 
Mashlngton,  D.C.  21315 

Dear  Congressaan  Gonzalez: 

Thank  you  again  for  the  opportunity  for  representatives  of  the  National 
Association  of  Counties,  Conference  of  Mayors  and  the  League  of  Cities  to 
testify  before  your  CoMilttee  on  House  Resolution  5731.  I  was  personally 
very  heartened  to  hear  the  Connlttee's  concerns  and  questions,  and  to  know 
there  Is  leadership  In  maintaining  the  federal  comltnent  to  low-«oderate 
Income  housing. 

I  am  enclosing,  as  requested,  the  evaluation  of  the  proposed  voucher 
program  by  the  administrators  of  the  Section  8  existing  units  In  the  six 
Jurisdictions  In  the  Baltimore  Region.  Also  enclosed  Is  a  summary  regarding 
first,  families  using  the  Existing  Section  8  Program,  (the  waiting  list  Is 
23,418  fMllles  In  Baltimore  City  alone);  and  second,  the  Impect  of  the 
voucher  system  on  such  households. 

Thank  you  for  leaving  the  hearing  open  to  receive  this  Information. 

Sincerely, 

Ruth  Keeton 
Vice  Chairperson 

Enclosures  (2) 


DEAF  TDD  NUMBER  -  992-2323 
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RPC-3/21/82 

WO  NEW  UNITS  IN  HUD  BUDGET.  19>3 

Following  ratclttlont  of  bllliont  of  dollars  fron  Budgets  in  1981  and  1982* 
tb«  budget  subnit tad  to  Congrats  in  February  asks  for  $684.7  million  in  budget 
authority  for  1983,  an  «itc»crdlnAry  drop  of  $12  billion  frooi  1982.  The  da- 
crease  in  budgtc  auchorlty  is  doe  prioMrily  to  decreases  in  iubstdittd  homing 
progress .   The  ptg^ostd  faudjtet  caUi_fgr  no  aaw  public  hooatna  or  Stctloo  8 
units.   Public  )iouslnft  optratlng  tubsldict  vill  provide  only  b4\  of   niadi 
under  th*  pcrforoAnce  funding  iyitcn.  Additionally  tht  coi«tunlty  ^tvclopaant 
block  grant  and  urban  dcvelDpn«nc  action  ^rant  programs  would  rcaain  at  an 
already  lowered  level.  The  Section  fl  mdtrata  rebabl ligation  program  will  be 
replaced  with  a  new  Rental  Itabablllcaticn  Initiative,  using  ^0,000  nnilfied 
certificates  in  connection  with  that  program.  Except  for  these  vouchers,  the 
balance  of  the  111,615  vouchers  requested  will  be  used  for  families  already 
being  subsidised  by  HUD  programs,  suqh  as  families  living  in  5,000  public 
housing  units  which  are  being  proposed  for  demolition. 

MOtJSlHC:  VOUCHEftS 

This  is  now  being  called  the  *HMdified  certificate  program.**  The  sub- 
sidy would  b»  on  a  national  average)  $2,000  per  household  per  annum.  Tenants 
will  pay  301  of  income  for  rent  (with  food  stamps  being  counted  as  income). 
Assistance  will  be  limited  to  families  whose  incomes  do  not  exceed  SOI  of  the 
median  for  a  given  area.  According  to  HUD's  Budget  Sunmary,  "subsidy  costs 
will  be  substantially  lower  utilising  this  method  and  will  allow  the  tenant 
discretion  in  determining  the  level  of  income  to  be  spent  to  obtain  standard 
housing." 

There  arc  several  problems  with  this  approach.   Vouchers  will  be  used 
to  convert  current  Section  8  certificates  to  housing  vouchers  at  the  time  of 
annual  rcccrtif ication,  when  the  subsidy  will  be  substantially  lowered.  There 
arc  no  indications  from  HUD  that  a  larger  number  of  families  will  be  served 
with  "saved"  dollars.   In  Baltimore  City,  the  Section  8  waiting  list  is  23,418s 
these  are  primarily  very  low-income  families.   (The  total  waiting  list  for  all 
subsidised  housing  programs  in  Baltimore  City  is  composed  of  46,108  families.) 
This  list  gets  larger  each  month,  and  there  appears  to  be  no  relief  in  sight 
for  these  households. 

The  Regional  Section  8  Existing  Program  has  1,008  families  under  lease. 
The  Program  serves  primarily  minority,  female-headed  households  with  small 
children;  8AX  of  these  families  are  very  low-income:  nearly  701  are  on  welfare. 


Digitized  by  VjOOQIC 


707 


The  Social  S«rvlc«  pmymtnt   In  Maryland  for  a  faally  of  thraa  parsons  it  $9»240 
p«r  year,  or  $270  a  aonth.  In  oMny  cases,  tba  currant  Saction  8  subsidy  is 
•qual  to.  or  aora  than,  a  faally's  antlra  aonthly  incoaa.  To  giva  such  a  par- 
son tha  **optlon**  of  paying  aora  than  25-301  for  rant  Is  daaply  cynical. 

Prograa  data  shov  that  sort  than  BOX  of  faalllas  Includad  In  tha  Raglonal 
Prograa  ara  r<c*lvinB  «utsldtst  ov«r  K>000  p«r  yttr^     (Of  thosa  faalllas  who 
ara  racalvlng  lass  than  |2tOO&  subsidy  a  year  ■  dimpropDrtlanat«ly  larga  nua- 
bar  ara  1-badrooa  tldcrly  liMsabolds  ititli  balow  aarkct  rants,  living  in  rural 
araas.)  Faalllas  who  i-ieclva  a  bighar  subsidy  «rlll  find  It  vary  difficult  to 
stay  In  thalr  units  at  currant  oMrkat  rants,  to  «rltt 

Exaaina  tha  casa  of  tha  thraa  parson  faally  living  on  social  sarvlcas 
Incoaa  of  $270  a  aonth.  A  vouchar  payaant  (aBsualng  tba  national  avaraga 
payMnt)  Is  approxloMtaly  $166  par  nAntfa  and  301  of  tb*  Caally's  Incoaa  ($81), 
total  $247.  Tha  MUD  Fair  Markat  laqt  for  a  l^badrooa  unit  in  tha  Kaltiaora 
SMSA  is  $355,  which  Includas  utllitlas.   The  dlffaranca  li  $106.   If  this 
faally  «*ara  to  aaka  up  tha  dlffaranca.  It  would  ba  spandlng  $189  or  701  of  its 
aonthly  social  sarvlcas  chack  for  housing  alona!  A  sua  of  $81  would  ba  laft 
for  food  and  clothing  for  thraa  parsons. 

In  Howard  County,  whara  tha  Fair  Markat  Rant  for  a  2-badrooa  unit  la  $394, 
this  faally  would  hava  to  spand  841  of  its  assistance  chack  for  shaltar,  q9t 
and  abova  tha  housing  vouchar  payaant. 

Tha  abova  flguras  ara  rough  astlaatas.  Parcantagas  alght  ba  hlghar  or 

slightly  lowar;  deductions  for  alnors  wara  not  subtracted,  nor  ware  food  stM^s 

added  to  Incoae  flguras.  Further,  the  vouchers  payaent  is  based  on  the  aetioael 
average. 

Nationally,  the  Section  8  Existing  Prograa  is  serving  aore  than  80%  very 
low-lncoaa  faalllas.  Tha  affect  of  having  a        subsidy  standard  of  $2,000 
will  be  econoalcally  devastating.  Metalled  reguletlons  are  not  availeblet 
however.  It  is  clear  that  the  larger  the  faally,  the  greater  the  ecoaeaic  !»- 
pact. 

Faalllas  under  lease  through  tha  Section  8  Existing  Progrw  live  in  daceat. 
safe,  and  sanitary  bousing.  With  the  advent  of  a  housing  voucher  systaa,  it  is 
likely  that  aost  of  these  faalllas  will  be  forced  to  relocate  Into  inferior 
housing  slaply  because  they  will  not  be  able  to  afford  to  stay  where  they  are. 
Host  faalllas  in  the  Regional  Prograa  arc  alnorltles. 
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FOOD  STAMPS  WILL  >E  COtJHTEft  AS  IWCQMI  IW  DETERMIWlWC  ELIGlBlLtTT 

Ptrsons  prttMtly  rcc«lvlng  S^ctlcn  «  4i»l*tapca  will  b«  dMlt  «  deabU 
blow  tHitn  tb«y  ar«  r«c«rtiflcd.  In  addUt^n  t«  Itavlng  to  pay  30X  of  Incoaa 
(to  b«  pbasad  in  gradually  frooi  tha  prtttnt  l^T,)     th«a«  faailiaa  will  bava  tkair 
groat  incoaa  figuraa  raiaad  by  whatavar  aaount  of  food  ataap  aaaistaoca  tlMy  g«t. 
Conaaquantly,  ona  govamaMnt  agency  takaa  away  what  anothar  govamaaat  agaacy 
givaa. 

IFTECT  or  HAVIWG  VOUCHER  PAYMPIT  CO  DIRBCTLY  TD  TOT  CLIBWT 

Ragulationa  ara  baing  draftad  which  will  allow  tha  houaing  avbaidy  to  go 
diractly  to  tba  faaily.  If  this  occurs,  tha  tubaidy  aost  ba  ceuntad  aa  caah 
incoaa  whan  a  faaily  appliaa  for  public  aatittanca,  thus  lowaring  tha  walfara 
incoac.  Tha  and  raault  of  this  could  oMan  that  faailiaa  will  not  v^mm  attaapt 
to  uta  thair  housing  vouchart  for  dacant  ahaltar,  but  will  ba  forcad  to  apaiid 
tha  aubsidy  for  food  and  othar  nacattitiaa,  or  vica  varaa* 

WQUSING  QUALITY  STAWPAUDS 

Very  Jov-tncoA«  fani  iaa  traditionally  liva  in  ao«a  of  tha  werat  hovaii^ 
in  any  coaaMinity.  If  oMny  of  thoaa  praaaatly  houtad  undar  Saction  8  ara  foxead 
to  wova,  such  wovas  ^11  aora  than  likaly  ba  aada  into  tha  worst  of  all  avail- 
abla  housing.  Thara  will  aiaply  ba  no  othar  placa  for  thasa  faailias  to  go. 
To  spaak  of  enforcing  quality  controls  in  such  housing  ia  spaculativa.  at  baat* 

ETFECT  OF  THt  WEW  PAYMENT  STAHDARD  OW  FAIR  HOUSIHC 

It  is  difficult  for  a  FanHy  to     ind  idvquat*  housing  at  raasonabla 
rantals  in  a  tight  aarkat  (avan  thoaa  housaholds  with  substantial  iacoaas). 
Minority  housaholds,  for  a  variaty  of  raasons,  usually  axpariaoca  tha  graatast 
difficulty.  Tha  Saction  8  E*ticln«  psrogtmB  allaviatad  that  situation  to  so«a 
axtent.  Tha  Ragional  Prograa  affords  aobility  to  ainority  faailias  out  of 
daterioratad  naighborhooda,  by  providing  an  aconoaic  tickat  to  da  so. 


For  naarly  half  a  cantury,  tha  United  States  Govamaant  has  bean  cottsittad 
to  the  goal  of  decent,  aafe,  and  sanitary  houaing  for  aver>  AsMricaa.  Thaaa 
proposed  policies  abandon  and  deatroy  this  principle. 
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COPY 
Regional  Planniag  CooDdl 

2325  Nortbdurla  Street    Balomore.  Marybaa 21218    (J0])38}.S83B 
^.  .uigli  Midbk,  CW-<w      Wftker  J.  Rowaloyk,  Jr..  Exnum  DmKtm 

Nov«mbcr  17,   1981 


Mr.  VllUaa  F.  McKcnna 

Chalmant 

Prcildcnt*!  CooBliiion  on  Houilng 

730  Jackioti  Place,  NV 

Vaihlngton,  DC  20006 

Dear  Mr.  McKcniu: 

Vc  «rrltc  to  axpraii  our  vi«wi  about  operation  of  the  propoicd 
houilng  voucher  lyitam  which  will  rcplaca  the  Section  8  prograa. 
Ve  are  adninittrator*  of  sore  than  7,500  uniti  of  Section  8  Exiit- 
ing  Housing  in  the  Baltiaore  Region,  coapoted  of  Baltiaore  City, 
and  Anne  Arundel,  Baltimore,  Carroll,  Harford,  and  Howard  Counties, 
with  a  population  of  2.1  Billion  perion*. 

Ve  are  concerned  about  four  aspect*  of  the  program:  1)  whether 
the  subsidy  will  be  sent  to  the  o%mcr  ot  to  a  partlclpiting  family; 
2)  strict  ■dhcrence  to  housing  quality  ttandard*;  3)  amount  of  sub- 
sidy and  ceiling  rents;  and  A)  continuing  in  Inttr^jurlvdlctlonjl 
mobility  option  for  eligible  households.  Tlietc  Iv^ueB^both  separ- 
ately and  in  combination,  have  a  major  «fFecc  citi  whether  vtty   low- 
income  households  are  able  to  locate  decent  housing  at  affordable 
prices. 

It  is  imperative  that  housing  subsidies  continue  to  be  made 
directly  to  landlords   Landlc^rd  participation  is  voluntary  in  the 
Existing  program,  and  unleii  there  is  a  substantial  vacancy  rate  in 
a  market  area,  landlord*  have  little  incentive  to  lease  units  to 
financia  Ly  risky  fiiDllies.   In  a  tight  rental  market,  competition 
for  edtquetc  haudng  is  a  lopsided  affair,  and  l^w-lTiccme  f^ml  ies 
are  at  a  dl»dv4ntage  from  the  start.  NonetbeUti,  in  the  Baltimore 
Region  vbere  there  1  a  growing  thort«g«  of  rental  units,  owners 
have  been  persuaded  -to   rent  to  Section  A  tenants  because  they  are  as- 
sured a  steady  cash  flow  frcnn  houilng  agenclei  for  their  subsidised 
tenants.  Timely  rent  paynenti  bull<l  owner  confidence  in  the  program; 
without  such  confidence,  no  program  which  involves  the  private  market 
can  be  successful. 

Another  reason  to  have  housing  subsidies  paid  directly  to  rental 
agents  is  to  monitor  housing  quality  standards.  Housitig  quality  stand- 
ared  are  what  differentiate  HUD  programs  from  other  housing  income 
transfer  systems,  but  unless  standards  are  enforced,  the  housing  con- 
ditions deteriorate  rapidly.  A  Rand  Corporation  report  of  the  Housing 


BeRtmore  C«iy     Anne  Ar unoe:  Couniy     Baltimore  County     Carroll  County'    Hartord  Couniy     Howard  County     State  Of  Maryland 


Digitized  by  VjOOQIC 


710 


Atiiitancc  Supply  ExpcrioMnt  (October  1978  -  S«pt«Bb«r  1979)  itatott 
"Annual  rc-«valu«tion  of  roclpienti*  dwolllngi  ibovi  that  a  fifth  In 
Brown  County  and  a  third  In  St.  Joseph  County  need  rapalr,  uiually  of 
itcn*  Judged  acceptable  a  year  earlier.  It  thui  appeari  that  periodic 
recheck*  of  the  condition  of  recipient!*  dwelling!  are  needed  to  onaure 
that  they  renaln  free  of  hasardi  to  health,  lafety,  and  decency.** 

If  an  owner  doei  not  keep  rental  unlti  In  good  condition*  the 
housing  iganity  vlthholdt  piyntfitt  until  repair!  to  the  property  are 
made.  Thii  leverage  gva rented  that  houalng  !tandard!  will  be  aaln- 
talned.  Without  agency  cnforcuicntt  thouaanda  of  faailles  will  be 
forced  to  live  in  substandard  units. 

Will  cvlUng  rents  and  the  sise  of  the  subsidy  Itself  be  adequate 
to  serve  the  n*rdi  of  v«ry  lov-inceat  fanlllesT  Unless  the  subsidy  Is 
tied  to  the  ceiling  rent*  and  unless  the  celling  Is  coaparable  to 
present  Fair  Market  Rents,  it  it  not  T<ason«l>l<  to   expect  faaillai  to 
locate  decent  housing.  In  theory »  the  Idea  of  allowing  a  fanlly  to 
pay  extra  aoney  above  the  celling  rent,  or  pocketing  the  dlffer«ne«, 
is  ideal.  The  reality  Is  that  low-lncofde  f«nlHet  have  no  ipare  »0ney 
to  use  for  rents  which  might  be  higher  than  established  celling  rents. 

One  of  the  salutary  effects  of  the  Section  8  Bzistlng  program  Is 
that  It  allovt  dt»dvjnceged  faailie  c<?  find  houilng  t>iroughout  com- 
munities.  If  bouiing  «c»lfttance  is  lowered  sharply,  either  through 
celling  rent!  e>r  tnall  flat  tubsldlcs,  It  is  likely  that  poor  fanlUei 
will  be  re4trlct«<l  to  Hvlng  In  depressed  areas.  Since  the  program 
will  be  open  only  to  peTsoni  earning  50%  or  less  of  the  area  median  in- 
come, it  is  cisentlil  that  c«iling  rents  and  housing  lubildias  be  real- 
istic, so  that  choices  of  housing  location  can  continue. 

Mobility  of  lower  Income  families  has  been  enhanced  In  the  Balti- 
more Region.  In  addition  to  seven  local  Section  8  programs  in  the 
Region  (families  arc  Itiued  certl  Icatcs  to  remain  In  their  present  Jur- 
isdictions), the  BaltlJBort  Rcglona  FUnnlng  Council  coordinates  a 
unique  and  hishly  tuccetsful  nob  Ity  progren   The  effort  allows  Section 
8  families  to  sova  freely  throi^ghout  the  Region  for  a  variety  of  reasons, 
e.g.  to  live  c  oier  to  werk  to  be  ntar  health  tervlc«t  to  allow  elderly 
persons  to  live  near  relatlvti  or  simply  to  find  btttcr  housing.  One  of 
the  main  conponentt  of  the  Program  it  a  Housing  Counie  Ing  network  which 
provides  extensive  support  services  to  Section  6  families.  Thlt  li  pT«- 
clsely  the  kind  of  adnlnlitratlve  nechanttn  which  th«  Freildent  t  Com- 
mission of  Housing  called  for  tn  its  Iriteria  Btj&rt ,  dated  Octob«r  30, 
1961  (page  42,  ''Equal  Opportunity  and  Hou^irig  Access''),  At  present, 
nearly  one  thousand  fsnlltcs  are  Icailng  units  thiough  the  Regional  Pro- 
gram. This  kind  of  option  for  lnter*JuTtsdictIonal  mobility  should  be 
continued  in  the  housing  voucher  program. 
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Hi*  aaniMr  In  which  the  liiuci  outlined  on  the  preceding  p«g«t 
•r«  aanaged  will  dctcraln*  how  many  needy  citisoni  of  our  coonunltiot 
will  be  housed  In  the  yean  to  cose*  which  li  why  we  tranttilt  our  con- 
comt  to  you. 

Slncoroly* 

Dorothy  Q.  Taub«  Adalniitrator 
legional  Section  8  Exlitlng  Prograa 

on  behalf  oft 

Sherl  Bell*  Coordinator 
Rousing  Aiilitaoce  Progra« 
Anne  Arundel  County 

F.  Varren  Brooke,  Coordinator 
looilng  Assistance  Payaents 
Baltlaore  City 

Maslne  Sasnders,  Coordinator 
Baltlaore  County  loosing  Office 

JoAnn  Ranter,  lousing  Adrsinlttrator 
Carroll  County 

Away  Epstein,  Ceordiaator 

■arford  Coonty  Public  loosing  Agency 

David  Zappasodi,  Coordinator 
Section  8  Pregraa 
loward  Cooaty 
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OOPSf 

REGIONAL  PLANNING  COUNCIL 
222S  NORTH  CHARLES  STREET 
.  BALTIMORE,  MARYLAND 

RESOLUTION 

ENDORSING  POSITION  ON  PROPOSED  HOUSING  VOUCHER  SYSTEM 

WHEREAS,  the  President**  CoaBlttlon  on  Routing  issued  its  Interim  Report  on 
October  30  19ei  ^nd 

UHER£A£  thl»  Cpnalssion  recooaended  in  its  report  thet  the  priaery' federel 
pfO^Tma   for  h*Iplng  low-lnconfl  fsntllei  echieve  dacent  bouKlng  bt  e  ctmivmur*- 
otienttd  housliyf  swlttsncc  £rtnt  (elso  knovn  es  houilnj  v^cbcr)  thd 

WHEREAS,  ]ocA  JuTlidlcclDTii  in  the  Baltlaore  li^lDn  hiv«  cxtcrttlvt  experi- 
ence in  utilising  housing  progrsas  to  essist  their  lov-incoae  citisens  echieve 
decent  houtlng^  and 

WHEREAS  th^  Adnlnlstretori  of  the  Section  8  Existing  progrea  in  the  Baltlaore 
Region  have  written  to  the  Fiettdcnc  i  Csmission  on  Housing  to  express  their  con- 
cerns about  the  ptopoatd  Hou  Ing  Voucher  Sy»tcn;  and 

WHEREAS  thts  letter  vat  contldet«d  and  strongly  endorsed  by  the  Housing  and 
CoimunUy  I>cvela{HHnt  Cofwlttee  of  the  Regional  Planning  Council  at  its  aeeting  of 
Wovtsbtr  17,  1901 i  and 

WHEREAS,  the  Regional  Planning  Council  has  thoroughly  considered  the  position 
taken  by  its  Housing  and  Caavunlty  Developnvnc  Coaaittee;  and 

WHEREAS,  the  Regiona  Flannlng  Cauncll  on  behalf  of  its  aeaber  local  govem- 
Bcncs,  Is  very  concerntd  that  a  pragrtA  mklng  use  of  housing  vouchers  be  designed 
in  an  cqunable  and  efficient  aanner  reflecting  a  realistic  view  of  housing  aarket 
conditions. 

NOW,  THEREFORE,  BE  IT  RESOLVED  BY  THE  REGIONAL  PLANNING  COUNCIL  AT  ITS  210TH 
MEETING  HELD  ON  NOVEMBER  20,  1981 i 

That  the  Regional  Flannitig  Council  fully  endorses  the  positions  stated  in  the 
letter  to  the  Pre  Ldent   Comltsion  on  Housing,  froa  the  Region's  Section  8  Progrea 
Adainistrators  rvgardinjt  the  oropoted  housing  voucher  progrea. 

AND  BE  IT  FURTHER  RESOLVED: 

That  the  President's  Coaaission  on  Housing  be  urged  to  carefully  review  and  con- 
sider these  positions  before  issuing  its  final  report. 

That  a  copy  of  this  Resolution  be  sent  to  the  President's  Coaaission  on  Housing 
along  with  a  copy  of  the  letter  froa  the  Section  8  Adainistrators. 

I  HEREBY  CERTIFY  that  the  foregoing  resolution  was  adopted  by  the  Regional 
Planning  Council  at  its  210th  aeeting  held  on  Noveabcr  20,  1981. 


T^rZ     ^,  /fi^l 


w/lter  J.  Ko«4lcs 


csyk,  Jr. 
Executive  Director 
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Chairman  Gonzalez.  Mr.  Mayor. 

Mayor  Primas.  I  do  not  want  the  committee  to  feel  that  I  was 
certainly  embracing  the  voucher  program.  I  cannot  think  of  any 
advantages  over  section  8.  And  we  certainly  would  be  supportive  of 
section  8. 

I  think  it  is  important  to  note  the  GAO  report  that  indicates  that 
it  may  not  work  and  in  fact  it  may  be  more  costly  to  go  through 
the  voucher  system. 

But  I  just  thought  that  it  might  be  an  option  that  we  might  be 
able  to  explore  as  part  of  the  total  comprehensive  housing  issue. 

Chairman  Gonzalez.  That  is  very  clear  and  good. 

Mayor  Primas.  But  not  as  a  substitute.  And  I  know  it  would  not 
be  effective  in  my  city. 

Chairman  Gonzalez.  Thank  you  very  much. 

Mr.  Wylie. 

Mr.  Wyue.  Mr.  Chairman,  I  think  the  questions  and  answers 
have  been  extremely  thorough,  and  I  do  not  have  any  more  ques- 
tions at  this  time. 

But  I  do  want  to  take  the  opportunity  to  compliment  the  wit- 
nesses. This  panel  has  been  excellent  and  very  responsive  to  the 
questions.  And  I  think  that  it  has  been  a  very  worthwhile  exchange 
this  morning.  And  again  I  want  to  thank  you  for  taking  the  time  to 
help  us  with  this  very  difficult  problem. 

Ms.  Keeton.  We  are  grateful  to  be  invited,  because  we  feel  so 
strongly. 

Chairman  Gonzalez.  You  are  absolutely  right. 

And  I  thank  you,  Mr.  Wylie,  because  I  think  this  has  been  the 
best  from  the  West  or  the  East,  and  we  want  to  thank  you  once 
again. 

The  subcommittee  will  stand  in  recess  until  2  p.m. 

[Whereupon,  at  12:10  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  this  same  day.] 

afternoon  session 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order,  and  we  will  resume  our  hearings. 

We  are  honored  to  have  this  afternoon  the  Honorable  Anthony 
Gliedman,  commissioner,  Department  of  Housing  Preservation  and 
Development  of  New  York  City;  and  Mr.  C.  Terry  Ross,  the  presi- 
dent of  the  National  Leased  Housing;  and  Mr.  Arthur  W.  Edwards, 
a  member  of  the  board  of  directors  of  the  Council  for  Rural  Hous- 
ing and  Development.  Mr.  Ross  and  Mr.  Edwards  have  not  arrived, 
so  we  will  proceed  with  Mr.  Gliedman. 

STATEMENT  OF  ANTHONY  GLIEDMAN,  COMMISSIONER,  DEPART- 
MENT OF  HOUSING  PRESERVATION  AND  DEVELOPMENT,  NEW 
YORK  CITY 

Mr.  GuEDMAN.  Thank  you  very  much,  Mr.  Chairman. 

The  subcommittee,  I  understand,  has  been  supplied  with  copies 
of  my  official  statement.  So,  if  I  may,  I  would  like  to  digress  from 
that  a  bit  and  just  talk  about  certain  key  aspects  of  it. 
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Chairman  Gonzalez.  Well,  without  objection,  we  will  present  for 
the  record  your  statement  as  prepared,  and  then  you  may  proceed 
as  you  wish,  summarizing  or  whatever  you  wish. 

Mr.  Gliedman.  Thank  you,  Mr.  Chairman. 

Obviously,  the  city  of  New  York  is  greatly  in  support  of  the  con- 
cepts contained  in  H.R.  5731.  The  directions  presented  there  I 
think  present  a  valid  and  viable  and  necessary  alternative  to  much 
of  the  malaise  that  affects  the  housing  industry  today. 

I  congratulate  you  and  your  subcommittee  for  having  that  over- 
all view,  taking  a  full  look  at  the  economy  and  housing  as  part  of 
that  economy,  and  addressing  it  head  on. 

It  seems  to  me  that  when  you  have  a  country  that  is  facing  a 
nationwide  shortage  of  adequate  housing  in  which  the  prices  for 
that  housing  are  well  above  the  means  of  the  vast  majority  of  our 
citizenry,  where  we  have  a  shortage  of  jobs,  where  we  do  not  have 
enough  employment  in  the  construction  industries,  and  we  have  in- 
dustries such  as  the  lumber  pulp  industries  which  are  in  tremen- 
dous difficulty  throughout  the  country,  where  we  have  savings  and 
loans  and  other  banks  collapsing,  to  withdraw  from  the  housing 
sphere  and  to  take  a  secondary  role  and  not  play  a  role  in  helping 
to  resolve  all  those  crises  would  not  be  in  the  best  interest  of  the 
country. 

I  congratulate  you  and  your  committee  for  having  faced  up  to 
those  issues  and  trying  through  this  bill  H.R.  5731  to  resolve  them. 

The  answers  simply  cannot  be  inertia.  It  cannot  be  indifference. 
The  problems  will  not  go  away  because  we  ignore  them  or  use 
other  rhetoric  to  hide  those  problems. 

In  New  York  City  we  have  obviously  a  somewhat  unusual  situa- 
tion. But  it  is  one  that  I  think  is  not  unrepresentative  of  the  prob- 
lems facing  much  of  the  country.  We  have  a  vacancy  rate  which  is 
effectively  in  the  minus  numbers,  minus  2  percent.  The  reason  I 
say  that  is  that  there  is  a  2  percent  vacancy  rate  in  New  York  ac- 
tually but  4  percent  of  the  occupied  housing  is  what  they  call  di- 
lapidated, having  major  service  deficiencies. 

So  when  you  combine  those  two  numbers,  you  actually  have  a 
negative  vacancy  rate  for  adequate  housing.  That  does  not  mean 
housing  without  deficiencies,  but  without  major  deficiencies. 

And  we  have  recently  had  compiled  a  study  based  upon  the  U.S. 
Census  data,  which  I  am  going  to  present  to  the  chairman  and  to 
the  committee,  called  "The  E^namics  of  Rental  Housing  in  New 
York,''  compiled  by  Mike  Stegman,  who  is  the  former  Assistant 
Under  Secretary  of  HUD.  And  I  think  you  will  find  this  to  be  inter- 
esting and  also  indicative  of  the  housing  crisis  that  confronts  us  na- 
tionwide in  terms  of  rental  housing. 

The  most  interesting  aspect  of  this  report  are  that  this  crisis  goes 
right  across  the  board,  Mr.  Chairman.  It  is  not  solely  a  crisis  facing 
the  poor,  facing  the  middle  class,  or  facing  the  wealthy.  It  is  a 
right-across-the-board  crisis,  and  for  each  of  these  categories  up  to 
rents  above  $1,000  a  month.  There  are  virtually  no  vacancies  in 
New  York  and  there  is  no  rental  market  in  existence. 

In  addition  to  that.  New  York's  median  income  for  renters  is,  I 
think,  $11,000  a  year,  well  below  the  section  8  limitations.  And  I  do 
not  believe  that  to  be  atypical  across  the  country  in  the  renter 
households.  These  are  traditionally  people  who  have  not  been  able 
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to  accumulate  capital  either  because  of  age  or  because  of  poor  em- 
plojrment  or  education  or  whatever. 

But  you  have  people  who  do  not  have  adequate  incomes  to  be 
able  to  go  out  into  the  private  sector  and  borrow  money  from 
banks  at  17.5  percent.  If  they  could  borrow  it,  which  they  probably 
cannot,  but  if  they  could  borrow  it,  they  could  not  afford  to  pay  it 
back. 

We  have  over  31  percent  of  the  people  in  New  York  City  paying 
over  40  percent  of  their  income  for  rent— clearly,  a  crisis-type  of 
number  and  one  that  I  suggest  to  you  is  not  atypical  across  the 
country. 

There  is  a  need,  I  believe,  and  you  have  recognized,  for  a  compre- 
hensive program.  It  is  not  enough  to  talk  about  public  housing.  It 
is  not  enough  to  talk  about  one-family  housing.  It  is  not  enough  to 
talk  about  private  housing  and  multiple  dwellings.  It  is  not  enough 
to  talk  about  section  8  or  other  interest-reduction  subsidy  pro- 
grams. There  is  a  need  for  a  comprehensive  program  to  address  the 
housing  needs  of  the  United  States,  taking  into  account,  as  I  indi- 
cate, the  conditions  of  the  various  industries  related  to  housing  as 
well  as  the  people  and  their  particular  needs. 

The  public  must  continue  to  play  a  key  role  in  the  development 
of  housing  in,  certainly,  the  inner  cities  but,  I  believe,  throughout 
the  country.  Looking  toward  the  private  sector  to  take  over  this 
field  totally  is  simply  unrealistic. 

We  have  in  New  York  City,  I  think,  a  very  commendable  record 
and  a  very  interesting  record,  which  I  commend  to  your  attention, 
in  terms  of  working  closely  with  the  private  sector  to  develop  new 
housing.  Most  recently,  that  has  taken  the  form  of  a  major  an- 
nouncement of  a  cooperative  venture  between  the  New  York  City 
partnership,  which  is  headed  by  David  Rockefeller,  together  with 
the  city  of  New  York,  together  with  HUD,  together  with  the  State 
housing  agencies,  to  develop  a  joint  public-private  effort  to  develop 
housing  for  middle-income  people  in  New  York  City. 

And  as  recently  as  last  night,  Mr.  Rockefeller,  addressing  a 
crowd  in  New  York,  spoke  about  the  fact  that  the  private  sector  is 
now  looked  at  but  the  private  sector  cannot  bear  this  burden  alone, 
it  cannot  do  it  alone.  It  needs  from  localities  tax  exemption  and  tax 
abatements.  It  needs  from  the  Federal  Government  interest  subsi- 
dies so  that  in  fact  the  money  can  both  be  available  and  able  to 
build  housing  that  people  living  in  our  cities  can  afford. 

We  have,  as  I  say,  in  New  York  City  been  involved  in  this  effort 
for  the  last  several  years.  We  have  what  is  called  a  participation 
loan  program  where  the  private  sector  contributes  basically  half 
the  mortgage  money  for  moderate  rehabilitation,  the  public  sector 
contributes  the  other  half  through  community  development  funds. 

We  have  a  section  8(a)  loan  program  where  again  it  is  a  mixture 
of  bank  and  private  financing  together  with  local  financing 
through  community  development  funds.  It  is  tax  exemption. 

Each  of  us,  in  short,  must  play  our  role,  that  if  we  look  to  the 
public  sector  to  provide  all  of  the  answers,  we  must  fail.  But  equal- 
ly, if  we  look  to  the  private  sector  to  provide  housing  for  people  of 
low-  and  moderate-income,  that  is  a  fool's  errand.  And  each  of  us 
here,  I  think,  knows  that  that  cannot  succeed. 


Digitized  by  VjOOQIC 


716 

One  final  word,  if  I  may.  One  of  the,  I  think,  best  aspects  of  the 
bill  before  us,  H.R.  5731,  is  in  fact  the  failure  to  mandate  or  its 
lack  of  mandating  certain  particular  programs  on  localities. 
Rather,  the  middle-income  housing  initiatives  are  spoken  about  in 
very  general  terms  because  in  fact  each  locality,  we  have  discov- 
ered, has  its  own  peculiar  circumstances.  Clearly,  the  shape  of 
those  dollars,  if  you  would,  are  very  important. 

We  have  had  a  very  bitter  experience  recently  in  terms  of  moder- 
ate rehabilitation,  in  section  8,  in  that  we  have  found  that  the  Fed- 
eral programs  simply  do  not  mesh,  that,  as  you  know,  the  tax 
exempt,  the  law  that  allows  tax-exempt  bonding  is  for  one  period  of 
time,  the  length  of  time  of  the  contracts  is  for  a  shorter  period  of 
time.  We  found  that  the  scope  of  work  required  for  FHA  insurance 
is  well  beyond  that  which  moderate  rehab  section  8  can  supply.  So 
when  you  try  to  mesh  the  programs,  it  does  not  work. 

Therefore,  clearly  the  best  way  of  providing  funds  to  get  the  big- 
gest bang  for  the  dollar  is  to  allow  a  large  amount  of  local  discre- 
tion and  local  decisionmaking,  within  a  Federal  context  to  provide 
these  housing  units. 

The  last  words  I  would  like  to  say  are  in  terms  of  the  GNMA 
program,  which  your  legislation  proposes  to  continue  and  to  allow 
it  to  play  the  important  role  in  building  out  housing  for  people  of 
low-  and  moderate-and-middle  income,  which  is  so  urgent. 

The  changes  in  GNMA,  the  235  continuation,  I  particularly  com- 
mend you  on.  This  is  a  program  which  is  just  now  coming  into  its 
own  to  allow  young  people,  particularly,  to  buy  their  first  homes  at 
numbers  they  can  afford  and  then  eventually  join  the  mainstream, 
join  the  totally  private  market,  but  they  cannot  do  that  initially. 

There  is  a  need  for  shallow  subsidies  for  programs  which  just 
help  fill  that  little  gap  which  prevents  the  young  person,  the  inner- 
city  person,  the  young  person  in  the  country  as  well,  as  well  as 
people  who  are  first-time  homebuyers  from  being  able  to  make  that 
dream  a  reality. 

I  commend  you  again  on  H.R.  5731.  I  think  it  is  a  major,  positive 
philosophical  and  actual  step  forward.  And  I  look  forward  to  sup- 
porting you  in  your  efforts  on  this  matter.  Thank  you. 

[The  prepared  statement  of  Mr.  Gliedman  follows:] 


Digitized  by  VjOOQIC 


717 


STATEMENT  OP  ANTHONY  GLIEDHAN,  CONNZSSZONBR  OP  THE  CITY  OP 
NEW  YORK'S  DEPARTMENT  OP  BOUSING  PRESERVATION  &  DEVELOPMENT 
BEPORE  THE  COMMITTEE  ON  BANKING,  PINANCE  AND  URBAN  APPAIRS  - 
UNITED  STATES  HOUSE  OP  REPRESENTATIVES,  MARCH  17,  1982. 

On  behalf  of  the  City  of  New  York,  as  Commissioner  of  its  Depart- 
ment of  Housing  Preservation  and  Development,  I  am  gratified  to 
have  the  opportunity  to  testify  before  the  House  Committee  on 
Banking,  Pinance  and  Urban  Affairs.   It  is  the  sincere  hope  of  the 
City  that  these  hearings  will  result  in  the  enactment  of  legisla- 
tion which  will  further  the  maintenance  of  existing  housing  and 
the  production  of  much  needed  new  and  rehabilitated  owner-occupied 
and  rental  housing.   I  believe  that  many  of  the  points  embodied  in 
H.R.  5731  are  necessary  components  for  the  recovery  of  our  severe- 
ly depressed  national  housing  industry.  While  the  problems  which 
confront  the  Congress  are  national  in  scope,  I  will  confine  my 
comments  to  those  which  face  my  City.   However,  I  believe  that  New 
York's  concerns  are  similar  to  those  of  many  localities  facing  a 
crisis  in  the  availability  of  decent  affordable  housing  for  our 
low  and  middle  income  families. 

Indeed,  in  the  City  of  New  York,  we  do  have  a  crisis  in  both  the 
quantity  and  quality  of  housing  available  to  large  segments  of  the 
City's  population.  According  to  the  City's  most  recently  approved 
Housing  Assistance  Plan,  over  870,000  households  within  the  City 
are  in  need  of  some  form  of  housing  assistance.   Either  they 
reside  in  substandard  housing,  live  in  overcrowed  units  or  pay  a 
burdensome  percentage  of  income  for  rent.  These  problems  are 
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particularly  severe  for  minority,  elderly,  handicapped  and 
female-headed  households. 

Every  three  years  the  City  conducts  a  survey  and  analysis  of  its 
rental  housing  stock.   Maintaining  our  rental  housing  stock  is 
crucial  to  the  City,  because  72%  of  all  its  families  reside  in 
rental  housing.  The  results  of  the  latest  study,  completed  only 
last  month,  continue  to  show  the  seriousness  of  the  housing  crisis 
in  New  York.  A  significant  percentage  of  the  renter  households  in 
the  City  reported  serious  maintenance  deficiencies. 

The  number  of  occupied  rental  units  in  such  poor  condition  that 
they  are  classified  as  dilapidated  increased  since  1978  to  79,000, 
or  4.2%  of  the  City's  total  rental  housing  supply.   For  minor- 
ities, these  figures  were  more  disheartening:   5.9%  for  blacks, 
9.4%  for  Puerto  Rican  headed  households.  Mot  suprisingly,  the 
poor  were  most  likely  to  suffer  from  inadequate  housing;  12.2%  of 
families  on  Public  Assistance  in  Mew  York  City  live  in  dilapidated 
housing. 

The  low  income  of  New  York's  renter  population  makes  it 
increasingly  difficult  for  the  City  to  tackle  these  problems 
without  outside  assistance.   In  1980,  the  median  renter  income 
was  $11,000  and  one  of  every  four  renter  households  had  incomes 
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below  the  Federal  poverty  level.  The  real  Incone  of  Mew  York 
renters »  when  Measured  in  constant  dollars »  has  declined  by  28% 
over  the  past  decade. 

Declining  incomes,  conbined  with  rising  costs,  have  resulted  in  an 
ever  increasing  financial  burden  on  Mew  York's  renter  households. 
More  than  half  of  all  renter  households  pay  more  than  28%  of  their 
income  for  rent  and  utilities!  31%  spend  more  than  40%  of  their 
incomes  for  gross  rent.  Quite  simply  put,  the  ability  of  many  Mew 
Yorkers  to  pay  for  better  housing  has  reached  its  limits. 

The  statistics  I  have  briefly  sketched  out  for  you  today,  and  are 
described  in  detail  in  the  report  which  accompanies  my  statement, 
do  not  hold  forth  much  hope  for  unassisted  production  of  new  or 
rehabilitated  housing.  Potential  investors  in  the  production  of 
private  market  rental  housing  have  looked  at  these  same  numbers 
and  determined  that  building  rental  housing  cannot  be  a  profitable 
venture.  Thus,  the  production  of  new  housing  has  been  in  a  severe 
and  sustained  slump.  The  low  level  of  production  has  placed 
considerable  stress  on  the  City's  housing  market,  trhere  the 
vacancy  rate  for  rental  housing  is  currently  only  2.13%.  This 
significantly  low  vacancy  rate  is  fairly  consistent  for  all  areas 
of  the  City  and  for  all  levels  of  rent. 
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The  City's  response  to  this  crisis  in  housing  has  been  vigorous. 
In  partnership  with  the  private  sector  as  well  as  the  State  and 
Federal  government,  the  City  has  been  active  in  producing 
literally  hundreds  of  thousands  of  apartments  for  New  Yorkers. 
Over  the  past  twenty  years,  the  City  and  State  have  financed  the 
construction  of  over  130,000  low  and  moderate  income  units  alone. 
In  recent  years,  the  City  has  used  Community  Development  Block 
Grant  funds  in  combination  with  other  Federal  programs  and 
resources  such  as  the  City's  real  property  tax  exemption  and 
abatement  programs  to  rehabilitate  housing  in  many  of  our 
economically  distressed  communities.   In  the  last  fiscal  year,  we 
were  able  to  rehabilitate  over  17,000  units  of  housing,  a  ten-fold 
increase  over  four  years  ago.  During  this  period,  8,000  more 
units  were  produced  and  rehabilitated  than  were  lost  in  the  City, 
marking  the  first  time  in  more  than  a  decade  that  we  have  been 
able  to  hold  our  own  in  our  efforts  to  preserve  our  rental  housing 
stock. 

Therefore,  the  City  views  the  proposed  cuts  in  housing  production 
programs  called  for  by  the  Administration  with  considerable 
dismay.   If  the  Congress  were  to  approve  the  proposed  rescindment 
for  Fy'82  and  budget  for  FY'83,  the  City's  efforts  to  provide 
decent  affordable  housing  for  its  low  and  moderate  income  families 
would  be  devastated.  Allow  me  to  briefly  describe  what  some  of 
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the  Administration's  proposals  would  mean  for  New  York  City.  The 
production  of  virtually  all  new  or  rehabilitated  housing  for  those 
in  need  would  come  to  a  halt.   Production  of  housing  for  the 
elderly  and  handicapped  would  be  cut  in  half. 

Those  currently  receiving  housing  assistance  would  see  the  quality 
of  their  housing  decline,  while  they  were  forced  to  pay  more  for 
it.  Proposed  cuts  in  operating  assistance  for  Public  Housing 
would  cost  the  City  $66,000,000  in  PY'83.   This  cut  would  force 
the  City's  Housing  Authority  to  defer  maintenance  and  repairs  as 
well  as  close  day  care  and  community  centers  for  senior  citizens. 
Additionally,  the  Administration  proposes  not  only  to  raise  tenant 
rent  contributions  to  30%  of  income,  but  also  to  count  Food  Stamps 
as  income  and  to  permit  rent  increases  at  up  to  20  percent  per 
year  to  accomodate  these  legislative  changes.   Under  the  worst 
circumstances,  these  proposals  could  double  the  rent  paid  by  a 
family  over  five  years  regardless  of  whether  their  cash  income 
increases.  Furthermore,  the  Administration  proposes  to  limit 
housing  assistance  to  families  earning  less  than  50%  of  area 
median  income,  depriving  the  working  poor  of  much  needed  aid. 
Finally,  while  the  Aministration  has  not  proposed  additional  cuts 
in  the  CDBG  FY' 83  budget,  those  enacted  last  year  will  cost  New 
York  City  $40,000,000.  Combined  with  the  effects  of  inflation. 
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this  cut  can  only  mean  a  reduction  in  the  number  of  units  the  City 
will  be  able  to  rehabilitate  in  its  CD  target  areas. 

the  City  of  Mew  York  is  painfully  aware  of  the  budget  constraints 
faced  by  the  Federal  government.  He  recognize,  as  much  as  any 
locality,  the  dire  consequences  a  government  can  suffer  trhen  it 
fails  to  live  within  its  means,  and  we  certainly  do  not  blindly 
support  the  continuation  of  past  programs  regardless  of  cost. 
However,  recklessly  cutting  and  eliminating  all  programs  without 
regard  to  their  usefulness  or  effectiveness  is  not  only  callous, 
but  counterproductive.   The  housing  needs  of  our  citizens  will  not 
disappear  because  they  are  ignored.   Eliminating  subsidies  for  the 
production  of  housing  threatens  to  kill  an  already  seriously  ill 
industry  lessening  the  hopes  for  an  economic  recovery,  not  im- 
proving them.   Stimulation  of  the  housing  industry  has  proved  to 
be  the  lynchpin  of  economic  recovery  during  periods  of  recession. 
The  stimulation  of  the  industry,  as  proposed  in  H.R.  5731,  would 
boost  the  overall  economy  by  providing  jobs  in  the  construction 
trades  and  related  industries,  and  by  rescuing  our  much 
beleaguered  savings  and  loan  institutions  from  financial  ruin. 

Therefore,  the  City  joins  in  the  search  for  constructive  alterna- 
tives to  the  Administration's  proposals  and  takes  heart  in  the 
introduction  of  H.R.  5731.  He  strongly  support  the  concepts 
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represented  in  the  proposed  legislation  as  well  as  many  of  the 
bill's  specific  points.  Passage  of  the  bill  would  help  enable  the 
City  to  continue  its  efforts  to  provide  housing  to  its  needy 
citisens  at  a  cost  equalling  that  of  the  last  fiscal  year's  al- 
ready reduced  housing  budget. 

Title  I  o^  the  bill  would  provide  a  level  of  funding  for  community 
development  activities  equal  to  that  originally  proposed  by  the 
Administration  for  FY  '82.  This  amount  is  less  than  was  author- 
ised in  FY  '81,  but  greater  than  the  Administration  proposes.  The 
City  uses  its  CD  funds  largely  for  housing  rehabilitation  and  any 
cuts  in  the  program  will  hamper  our  ability  to  provide  much  needed 
housing.^  Through  the  innovative  use  of  CD  funds,  including  the 
leveraging  of  private  dollars,  the  City  has  been  able  to  rehab 
units  at  1/4  to  1/2  the  price  of  the  Section  8  Substantial 
Rehabilitation  program.  Another  cost  effective  rehab  program 
targetted  to  1-4  family  homes  which  passage  of  H.R.  5731  would 
continue  is  the  Section  312  program.   The  City  currently  has  over 
1500  applications  for  312  funding  in  its  pipeline  and  we  strongly 
urge  continuation  of  the  program,  even  if  its  is  to  be  funded  only 
from  loan  repayments. 

The  proposed  legislation  recognizes  the  need  for  continuation  of 
housing  production  programs,  at  the  same  time  it  acknowledges  that 
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past  programs  have  b«en  too  expensive.  The  bill  would  authorize 
funding  for  20,000  new  units  of  Public  Housing  nationwide  which  is 
essential  if  we  are  to  be  able  to  aid  our  neediest  families.  In 
New  York  City  alone,  we  have  165,000  families  on  waiting  lists  for 
Public  Housing. 

The  bill  recognizes  the  need  for  the  provisions  of  adequate  op- 
erating assistance  for  Public  Housing.   Failure  to  provide  such  a 
level  of  aid  will  only  result  in  deferral  of  maintenance,  which 
will  require  greater  expenditures  for  repair  in  the  long  run. 

H.R.  5731  would  maintain  the  production  of  housing  for  the  elderly 
and  handicapped  at  the  1982  level.  The  authors  of  this  proposal 
have  clearly  recognized  that  the  elderly  represent  an  ever  in- 
creasing percentage  of  the  population,  and  a  population  segment 
hard  pressed  by  the  increased  costs  of  housing.   For  instance,  in 
New  York  City,  while  57%  of  all  renters  pay  more  than  25%  of  their 
income  for  rent,  71%  of  the  elderly,  many  on  fixed  income,  pay 
more  than  25%  of  income  for  rent.   Despite  these  facts,  the  Admin- 
istration proposes  to  cut  nearly  in  half  housing  assistance  for 
the  elderly  in  1983.   Social  conscience  dictates  that,  at  least  in 
this  area,  our  previous  efforts  be  maintained. 
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While  the  bill  does  not  call  for  the  authorization  of  any  funds 
for  additional  Section  8  projects,  it  does  recognize  that  the 
Federal  government  has  an  obligation  to  ensure  that  those  projects 
which  have  been  in  the  development  stage  should  not  be  terminated 
simply  because  high  interest  rates  have  made  their  construction 
infeasible.   If  financing  is  not  provided  for  projects  in  the 
pipeline,  many  communities  which  pinned  their  hopes  for  revitali- 
zation  on  such  developments  will  suffer.  Therefore,  the  City  sup- 
ports codification  of  the  Financial  Adjustment  Factor,  mandating 
the  Secretary  of  the  Department  of  Housing  and  Urban  Development 
to  adjust  rents  to  reflect  increased  mortgage  rates.  However, 
since  the  intent  of  the  proposal  is  to  permit  the  fulfillment  of 
previous  construction  commitments  despite  increased  costs,  I  sug- 
gest that  the  permissible  adjustment  factor  not  be  capped,  but  be 
allowed  to  float  within  a  reasonable  range.  Given  the  current 
state  of  the  tax-exempt  bond  market,  in  which  interest 
rates  now  hover  around  14%,  such  adjustments  are  necessary.  The 
continuation  of  the  Government  National  Mortgage  Association 
Tandem  Program  for  one  more  year,  as  proposed  in  this  bill,  is 
also  necessary  if  the  City  is  to  be  able  to  build  the  majority  of 
the  7,000  units  in  its  Section  8  pipeline. 

As  a  replacement  for  the  Section  8  New  and  Substantial  Rehabili- 
tation Programs,  H.R.  5731  proposes  a  new  production  vehicle  which 
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would  facilitate  the  construction  of  affordable  new  or  rehabili- 
tated rental  and  cooperative  housing,  without  tying  the  Federal 
government  to  long-term  ever-increasing  subsidies.  The  program 
would  authorize  HUD  to  provide  front -end  capital  to  subsidize  the 
production  of  such  housing  in  areas  suffering  from  a  severe  short- 
age of  rental  housing.  Twenty  percent  of  all  units  produced  under 
the  program  must  be  retained  for  low-income  families.  We  believe 
that  such  a  program  represents  a  thoughtful  alternative  to  the 
continuation  of  Section  8,  reconciling  the  need  for  a  continued 
production  vehicle  with  that  for  budgetary  restraint. 

As  important  as  the  dollar  value  of  the  assistance  to  be  provided 
under  this  multi-family  housing  production  program  is  the  manner 
in  which  such  assistance  would  be  offered.  This  proposal  would 
allow  the  City  to  target  assistance  to  a  range  of  income  groups 
allowing  us  to  maintain  the  mixed  income  nature  of  New  York  City 
neighborhoods.  We  have  known  for  some  time  that  a  mix  of  income 
groups  is  required  to  maintain  vital  and  stable  communities.  The 
proposed  production  vehicle  would  permit  us  the  flexibility  to 
continue  our  community  building  efforts. 

Along  similar  lines,  it  must  be  noted  that  the  recently  enacted 
legislation  which  all  but  eliminates  housing  assistance  for  those 
families  earning  between  50%  and  80%  of  the  area  median  income 
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will  have  extreaely  negative  effects  on  the  working  poor  and  the 
neighborhoods  in  which  they  live.  The  City  therefore  urges  the 
COMiittee  members  to  consider  the  repeal  of  this  limitation. 

Finally,  the  bill  would  provide  for  a  limited  renewal  of  the 
Section  235  program,  providing  assistance  for  first  time 
homebuyers.   The  City  of  New  York  is  currently  making  use  of  the 
235  program  for  the  first  time,  we  have  been  able  to  use  this 
program,  by  providing  City-owned  land,  improved  through  the  use  of 
funds  from  CD  and  the  City's  o%m  capital  budgets.  The  City 
supports  continuation  of  the  235  program  because  it  believes  that 
efforts  to  stabilize  and  revitalize  inner-city  neighborhoods  can 
no  longer  revolve  solely  around  the  development  of  high-density 
multifamily  rental  housing,  but  must  also  rely  upon  providing 
lowdensity  owner-occupied  housing  opportunities.  The  235  (q) 
program,  which  H.R.  5731  would  also  revive,  provides  for  targetted 
assistance  for  a  limited  time  period.   This  limited  assistance 
could  provide  a  significant  boost  to  the  housing  industry  as  well 
as  offer  the  City  additional  flexibility  in  meeting  its  housing 
needs. 

H.R.  5731  proposes  a  well  reasoned  housing  program  within  the 
context  of  fiscal  responsibility.   This  proposal  offers  a  range  of 
initiatives  to  meet  the  various  housing  needs  throughout  the 
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country—needs  which  have  become  increasingly  apparent  as  previous 
Federal  resources  are  withdraim  and  the  overall  economic  climate 
continues  to  deteriorate.   For  New  York  City  in  particular,  this 
program  holds  out  the  hope  that  we  will  be  able  to  continue  to 
improve  the  supply  of  rental  housing  and  to  provide  increased 
opportunities  for  homeownership. 

New  York  City  has  had  many  years  of  experience  in  administering 
Federal  housing  programs  and  gauging  its  o%m  housing  needs.   I 
believe  that  we  know  how  to  meet  the  City's  needs  in  the  most 
efficient  and  cost  effective  manner.   I  therefore  urge  the  Members 
of  the  Committee  to  consider  legislation  which  would  channel  hous- 
ing rehab  and  construction  funds  directly  to  localities  with 
proven  track  records  and  to  permit  such  localities  the  maximum 
flexibility  to  design  and  administer  programs  which  will  best  meet 
local  needs.  Such  an  approach  would  be  consistent  with  the 
rational  application  of  the  New  Federalism.   Furthermore,  although 
I  am  keenly  aware  of  the  sentiment  to  cut  down  on  long-term 
Federal  commitments,  I  ask  the  Members  to  bear  in  mind  that  the 
development  of  a  long  range  housing  policy  requires  the  commitment 
and  assurance  of  future  funds.  We  cannot  ask  the  private  sector 
to  enter  into  a  partnership  of  long-term  interest  when  the  govern- 
ment shows  no  interest  in  making  an  equal  commitment. 
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In  conclusion,  I  nust  urge  the  Conunittee  Henbers  to  consider  H.R. 
5731  as  a  necessary  and  justifiable  alternative  housing  program. 
This  Administration  has  yet  to  propose  its  alternative  to  the 
wholesale  abandonment  of  the  Federal  commitment  to  help  meet  the 
nation's  housing  needs.  Unless  Congress  approves  this  proposal, 
or  one  similar  to  it  in  concept,  there  will  be  no  Federal  housing 
program  whatsoever  and  the  disastrous  effects  of  such  a  decision 
will  be  felt  throughout  the  nation. 

I  thank  you  for  the  opportunity  to  offer  these  comments. 

Chairman  Gonzalez.  Thank  you  very  much.  I  deeply  appreciate 
that,  Mr.  Gliedman.  And  I  think  everybody  else  on  the  majority 
side,  who  have  unanimously  endorsed  in  the  subcommittee  the  bill 
which  was  forged  after  many,  many  weeks  and  after  continuing  as- 
sociation most  intimately  with  the  Budget  Committee,  for  example, 
and  with  the  various  organizations  that  represent  the  cities,  the 
counties,  the  States. 

But  above  all,  we  have  had  the  great  assistance  of  a  great  Con- 
gressman. Even  though  he  is  relatively  new,  we  have  continued  to 
admire  his  talent  and  his  preparation.  And  that  is  your  own  Con- 
gressman, Chuck  Schumer,  from  New  York,  and,  of  course,  as  he 
will  show  after  a  while,  should  get  a  tremendous  amount  of  credit 
for  the  actual  putting  together  of  this  bill. 

And  the  only  thing  I  was  going  to  say  at  this  moment — and  you 
have  covered  what  I  said  earlier  by  way  of  introduction  to  the 
hearings  this  morning,  you  have  already  covered  it  very  well,  very 
eloquently. 

But  I  have  several  questions  because  of  the  questions  asked  by 
some  of  these  administration  spokesmen  and  some  of  the  members 
of  our  own  subcommittee  on  the  minority  side.  And  I  had  one  thing 
that  was  bugging  me,  and  it  was  answered. 

But  the  biggest  thing  that  still  bugs  me,  and  I  think  it  is  very 
important  to  get  some  reaction  from  you,  is  the  suggestion  that  is 
being  made  very  insistently  that  there  be  a  diversion  of  your  CDBG 
moneys  for  construction  purposes.  I  know,  and  your  statement  re- 
flects and  your  past  testimony  has  stated,  that  you  were  doing  that 
already  in  the  case  of  rehab  and  other  related  activities  very  well, 
very  successfully. 

You  see  the  track  record  of  New  York  City  has  been,  I  think,  a 
success  story  in  the  innovative  and  the  seminal  thinking  and  use  of 
these  Federal  tools.  And  therefore,  we  look  to  you  for  a  great  deal 
of  experienced  leadership. 

But  consistently,  and  what  we  are  going  to  face  here,  especially 
when  we  get  to  the  Senate,  is  why  not  answer  this  by  diverting 
CDBG  funds  and  particularly  where  there  is  no  assurance  implied 
or  stated  in  making  the  suggestion  that  there  will  be  a  sufficient 
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amount  of  funds  that  would  make  it  realistic  to  divert  from  that 
fund. 

And  you  may  be  aware  of  that,  because  this  essentially  has  been 
the  position  of  the  administration  up  till  now  in  explaining  their 
budgetary  nonprogram  for  housing  production,  particularly  rental. 

So  I  was  just  wondering  what  you  thought  of  that  or  if  you  are  in 
a  position  to  give  a  statement  on  that. 

Mr.  GuEDMAN.  I  would  very  much  like  to  comment  on  that,  if  I 
may.  The  city  has  in  fact  used  CDBG  funds  to  help  with  new  con- 
struction in  a  variety  of  ways  within  the  law  as  it  presently  stands. 
And  for  example,  in  the  235  program,  it  could  not  work  in  New 
York  City  were  it  not  for  a  subsidy  frequently  as  high  as  $10,000  a 
unit  of  CDBG  subsidy  money  that  is  going  into  site  preparation, 
and  so  forth.  So  we  are  playing  that  active  role. 

The  problem  is  that  there  has  to  be,  I  think,  as  I  say,  a  compre- 
hensive program  when  you  are  talking  about  both  numbers  as  well 
as  new  construction.  It  is  hard  to  merge  the  two  with  the  existing 
funds  that  we  are  talking  about.  Our  community  development 
block  grant  funds  for  this  last  year,  for  example,  dropped  from 
$262  million  in  1981  to  fiscal  year  1982's  number,  which  is  $220 
million  or  so.  So  we  lost  almost  20  percent  through  various  means 
of  our  CDBG  funds. 

It  has  obviously  been  tough  to  expand  and  move  into  new  con- 
struction. But  when  you  are  talking  about  $220  million  of  funds,  if 
every  dollar  of  it  were  used  for  the  17,000  units  of  rehabilitation 
that  we  began  last  year,  if  not  a  cent  of  it  were  used  to  help  people 
of  low-  and  moderate-income  better  their  circumstances  in  a  vari- 
ety of  ways,  but  all  of  it  went  into  new  construction,  you  would 
only  be  talking  about  3,000  or  4,000  units  of  housing. 

That  would  be  taking  everything.  That  would  be  meaning  no  fuel 
programs  for  people  of  low  income,  the  owners  of  whose  buildings 
are  not  supplying  fuel  that  winter.  It  would  mean  less  code  inspec- 
tions. There  would  be  a  whole  variety  of  things  you  would  be  trad- 
ing for  those  3,000  or  4,000  units  of  housing. 

I  suggest  that  is  why  we  need  a  comprehensive  effort.  The  city's 
role,  I  think,  should  be  in  terms  of  tax  exemption,  tax  abatement, 
carrying  on  the  rehabilitation,  providing  some  kind  of  coverage. 
And  if  the  Federal  Government  can  come  in  and  help  with  those 
several  thousand  units  of  new  construction  a  year  which  are 
needed  to  help  rebuild  the  most  devastated  neighborhoods,  I  think 
that  would  be  a  good  combination,  and  we  would  be  very  effective. 

Chairman  Gonzalez.  It  was  stated  that  New  York  had  suffered  a 
loss  of  about  20  percent  of  their  funding.  Was  that  CDBG? 

Mr.  Gliedman.  Yes,  it  was  a  13-percent  cut  off  the  top,  and  then 
there  were  the  second-round  cuts,  and  then  the  small-cities  entitle- 
ment p|ortion  cut  into  it  as  well.  So  my  recollection,  Mr.  Chairman, 
and  this  is  off  the  top  of  my  head,  is  that  it  went  from  262,000  to 
220,000,  approximately.  So,  whatever  that  is. 

Chairman  Gonzalez.  I  had  the  similar  experience  with  my  own 
hometown  mayor  as  you  had  with  your  mayor.  We  were  trying  to 
wage  the  good  fight  a  year  ago  when  we  got  submerged  with  the 
budgetary  steamroller  and  had  to  face,  not  the  merits  or  demerits 
of  this  program  or  the  merits  or  demerits  of  the  case  of  New  York 
for  sustaining  the  level  of  funding,  but  whether  or  not  we  were 
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going  to  goosestep  in  conformity  to  the  reconciliation  mandate  or 
decree.  I  call  it  a  decree. 

And,  of  course,  this  year,  now  we  cannot  escape  it;  we  have  to 
confront  this.  The  Congress  has  to  make  a  decision,  a  fundamental 
decision,  regardless  of  what  Mr.  Reagan  feels. 

But  the  mayor  of  our  city  also  did  the  same  thing  as  your  mayor, 
and  that  was  to  say  that,  well,  we  can  live  with  it,  it  is  not  too  bad, 
we  are  going  to  get  along.  The  mayor  said,  well,  I  cannot  afford  to 
antagonize,  I  have  got  to  work  with  them  for  4  years. 

And  I  said,  no,  you  are  wrong.  They  have  4  years,  you  have  only 
2. 

But  it  is  what  I  call  the  ''Koch-22"  dilemma.  [Laughter.] 

And  I  have  been  disappointed  in  my  former  colleague  in  some  re- 
spects along  this  line. 

But  as  to  my  other  question.  Last  year  we  had  witnesses  follow- 
ing the  testimony  of  some  other  New  York  witnesses.  And  one  in 
particular  was  very,  very  impressive. 

With  the  statistics  you  just  gave  us  on  the  availability  or  nona- 
vailability of  rental  housing,  are  you  beginning  to  sense  or  register 
the  point  of  no  return  with  respect  to  social  disorder,  rent  strikes, 
squatters,  as  in  Berlin,  as  in  Brussels,  as  in,  I  think,  even  England, 
and  where  you  have  had  violence. 

The  witness  last  year  just  predicted  it  flat  outright.  Do  you 
detect  anything  on  the  threshold  now  in  New  York?  I  think  that 
we  have  to  be  cognizant,  though  we  may  not  represent  areas  as 
densely  populated  as  New  York,  that  it  is  a  national  responsibility 
that  we  accept. 

And  I  just  wonder,  because  while  we  are  dillydallying  here  and 
acting,  as  you  well  point  out,  as  if  there  is  no  real  America  out 
there  with  urgent,  crying  needs,  we  ought  to  be  talking  in  terms  of 
emergency,  in  my  opinion,  up  here.  And  this  bill,  which  I  again 
thank  you  for  supporting,  is  really  a  great  withdrawal  on  my  own 
individual  part.  But  after  all,  I  am  only  1  out  of  33  members  on  the 
subcommittee,  and  I  accommodate  to  reality. 

So  I  am  just  wondering,  how  potential  is  this  danger  factor? 

Mr.  GuEDMAN.  My  gut  feeling  is  that  it  is  a  very  real  potential, 
that,  in  fact,  as  people  become  more  and  more  frustrated,  knowing 
that  there  are  no  alternatives  for  them,  that  there  is  no  money 
coming  in,  there  is  no  future,  I  think  the  tenseness  builds. 

I  mean  that  one  of  the  things  that  we  have,  I  think,  done  fairly 
well  in  New  York  City  is,  in  fact,  to  use  those  same  tensions  to 
help  people  rebuild  their  own  housing  from  within.  For  example, 
our  program  where  we  recycle,  recirculate,  if  you  would,  buildings 
that  we  take  over  from  owners  for  their  failure  to  pay  taxes,  and 
we  help  rehabilitate  them,  and  then  either  sell  them  at  auction,  or 
sell  them  in  many  cases,  Mr.  Chairman,  to  the  people  that  live  in 
them,  as  low-income  co-ops.  We  sell  them  often  for  as  little  as  $250 
an  apartment  after  being  rehabilitated,  after  they  are  trained  how 
to  own  and  manage  their  own  buildings. 

And  nobody  has  sold  the  building  under  that  program  until  they 
have  had  a  chance  to  own  and  to  manage  it,  rather,  for  1  year  suc- 
cessfully. And  if  they  cannot  make  it  the  first  year,  then  we  train 
them  again  a  second  year,  and  then  a  third  year,  if  necessary.  So 
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far,  that  has  not  been  necessary.  But  to  make  sure  that  they  know 
how  to  operate  a  building  well. 

So,  first  you  put  the  building  in  decent  shape.  Then  you  train 
people  how  to  manage  it.  And  then  you  sell  it  to  them.  And  this 
opportunity  of  owning  your  own  home  has,  I  think,  been  a  tremen- 
dously successful  program  in  New  York.  And  it  is  not  an  experi- 
ment. It  is  not  a  promise.  It  is  not  a  proposal.  We  have  already 
turned  over  title  to  over  2,000  apartments  in  New  York  City  to  the 
tenants,  and  tenant  groups  on  their  behalf. 

And  I  expect  this  program  will  in  New  York  City  be  a  10,000  to 
15,000,  unit  program,  totally,  over  the  next  5  years.  And  various 
other  homesteading  programs  that  we  are  into  to  allow  people  to 
work  within  the  system,  using  CDBG  and  local  funds  as  a  way  of 
rehabing  their  own  homes  so  that  they  can  have,  in  fact,  a  piece  of 
the  action. 

You  may  have  noticed  the  other  day,  we  had  a  lottery  in  Harlem, 
for  example,  where  we  used  community  development  funds  to 
create  a  low-income  loan  pool.  And  we  chose  people's  names  who 
would  be  eligible  for  that  after  getting  preliminary  eligibility  on 
income  and  other  criteria  for  who  would  win. 

And  the  quote  of  the  day  in  the  New  York  Times  was  a  woman, 
Mrs.  Samuda,  whose  name  I  happen  to  remember,  who  said,  "This 
is  the  first  thing  I  have  ever  owned.  I  now  have  a  piece  of  the 
rock." 

And  another  woman,  another  one  of  the  winners,  a  woman  with 
two  young  children,  said,  for  the  first  time  in  her  life  she  would 
have  something  to  leave  to  her  children.  And  that  is  the  kind  of 
attitide  I  think  homeownership  with  rehab  in  these  neighborhoods 
can  mean.  And  I  certainly  would  encourage  anyone  on  the  commit- 
tee to  come  up  and  take  a  look  at  some  of  these. 

It  is  a  very  exciting  trend.  And  without  that,  I  think  that  the 
bottom  line  you  are  talking  about,  people  taking  over  because  there 
are  no  alternatives,  moving  in  directions  without  direction,  if  you 
would,  is  a  real  possibility.  And  I  certainly  hope  we  can  head  that 
off. 

Chairman  Gonzalez.  Thank  you  very  much.  I  compliment  your 
imaginative  approach. 

I  will  now  recognize  Mr.  McCollum. 

Mr.  McCollum.  Thank  you,  Mr.  Chairman. 

I  would  like  to  comment  that  I  do  find  this  to  be  a  fascinating 
approach  you  have  described.  I  am  intrigued  by  it.  I  really  have  no 
questions  to  ask  of  you.  But  I  do  commend  you  for  the  innovation 
and  the  apparently  good  order  and  work  that  you  have  done  in  this 
area,  which  looks  like  an  example  for  a  lot  of  other  people  around 
the  country  to  follow. 

But  I  would  yield  back  my  time. 

Chairman  Gonzalez.  Thank  you  very  much. 

Mr.  Lundine. 

Mr.  Lundine.  I  have  no  questions. 

Chairman  Gonzalez.  Mr.  Garcia. 

Mr.  Garcia.  Thank  you,  Mr.  Chairman.  I  just  would  like  to  state 
for  the  record  that  those  of  us  who  represent  the  city  of  New  York 
are  indeed  fortunate,  because  I  think  that  Tony  Gliedman  has  not 
only  been  an  outstanding  New  Yorker,  but  he  has  been  one  heck  of 
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an  administrator,  and  a  person  who  has  really  taken  charge  of 
housing  in  New  York  City  during  these  most  difficult  dajrs. 

I  feel  if  Tony  Gliedman  had  not  been  there,  we  would  probably 
be  in  grave  trouble  in  the  city  of  New  York. 

As  bad  as  it  is,  Tony,  it  would  have  been  worse.  And  I  do  not 
often  get  an  opportunity  like  this  to  place  on  the  record  my  feel- 
ings about  you.  And  I  am  not  looking  for  any  special  section  8 
housing  or  anything  like  that — well,  maybe  one  or  two.  [Laughter] 

But  the  fact  is  that  I  am  delighted  you  are  here,  and  I  think  your 
testimony  has  been  right  on  target.  And  we  have  had  a  chance  to 
go  over  some  of  your  statement. 

Just  let  me  ask  you  one  question,  which  I  feel  quite  strongly 
about  and  which  has  gained  a  great  deal  of  national  publicity. 

Recently,  Pratt  Institute,  which  is  located  in  Brooklyn  and  New 
York  City,  came  out  with  a  statement  about  the  applicability  of  the 
voucher  program  in  New  York  City.  I  would  like  to  ask  you,  what 
type  of  impact  would  the  voucher  system  have  on  the  city  of  New 
York? 

Mr.  GuEDMAN.  I  think  the  housing  voucher  program,  as  it  is 
most  currently  described,  where  it  does  not  relate  to  rehabilitation, 
but  rather  helps  some  individuals  be  able  to  support  their  rents 
easier,  is  a  misuse  and  a  misdirection  of  public  funds. 

I  think  that  it  would  not  help  the  poor  find  decent  housing.  And 
to  the  extent  that  it  did,  it  would  only  do  it  at  the  expense  of  other 
poor  people  that  would  otherwise  be  living  in  that  decent  housing, 
because  it  does  not  stay  with  the  housing  unit.  It  cannot  be  used 
for  rehabilitation. 

Well,  the  administration  originally  indicated  that  they  thought  it 
might  be  able  to  be  used  for  rehabilitation.  They  are  now  abandon- 
ing that  position,  and  they  are  recognizing  the  fact  that  you  cannot 
use  these  vouchers  to  build  communities,  to  rebuild  the  neighbor- 
hoods, to  even  rebuild  an  apartment. 

It  simply  is  not  usable  in  that  fashion.  So  what  you  have  is  you 
are  only  getting  one  bang  for  the  buck  when  you  can  get  two, 
three,  or  four  for  the  same  dollar.  That  same  dollar,  if  targeted 
properly  at  a  decent  shape,  tied  in  with  rehabilitation  or  new  con- 
struction or  whatever,  can  not  only  help  that  individual  find  hous- 
ing but  help  create  that  housing. 

And  most  importantly,  though.  Bob,  you  have  the  fact  that  the 
housing  voucher  in  a  city  such  as  New  York,  where  you  have  a 
negative  vacancy  rate,  cannot  be  effective.  And  that  is  exactly 
what  the  Pratt  study  found,  as  you  indicate.  What  would  occur  is 
that  people  of  low  and  moderate  income  and  the  ones  that  qualify, 
particularly  those  with  families,  who  are,  by  and  large,  unable  to 
use  the  housing  vouchers,  that  in  fact  they  could  not  find  apart- 
ments that  met  the  criteria,  that  is,  being  in  good  condition,  which 
with  the  housing  voucher  they  could  now  afford. 

And  so  that  cannot  be.  While  it  can  form  part  of  a  housing  pro- 
gram, because  clearly  there  is  an  important  role  for  housing-type 
vouchers  to  prevent  displacement,  to  make  sure  that  neighborhoods 
remain  economically  integrated,  there  is  certainly  a  key  role,  and 
to  make  sure  that  rehabilitation  programs  can  occur. 

What  it  cannot  do  itself  is  cause  rehabilitation  or  to  rebuild 
neighborhoods. 
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Mr.  Garcia.  Just  one  further  question,  if  I  may.  The  administra- 
tion is  about  to  offer  a  program  or  is  offering  a  program  which  will 
allow  the  transfer  of  public  housing,  new  construction  dollars  to  op- 
erating subsidies  accounts.  And  in  addition,  some  of  the  new  con- 
struction dollars  can  also,  I  understand,  be  used  for  modernization 
activities. 

What  is  going  to  be  the  impact  of  the  transfering  of  these  dol- 
lars? Are  they  really  going  to  be  useful? 

Mr.  GuEDMAN.  My  concern  is  that  it  would  be  used  as  a  cover  for 
actually  cutting  back  the  funds.  And  if  that  occurs,  what  would 
happen  would  be  we  would  be  mortgaging  our  future,  as  New  York 
City  did,  perhaps,  in  the  early  1970's,  wrongfully.  And  I  commend 
you  against  that. 

By  not  allowing  the  moneys  to  go  into  the  modernization  and 
into  the  building  of  new  public  housing,  we  are  eliminating  the  pos- 
sibility of  public  housing  in  the  future.  We  are  saying  that  instead 
of  putting  in  a  new  burner  or  a  boiler  so  that  this  building  would 
have  heat,  we  would  be  helping  pay  for  some  handyman's  salary. 
You  cannot  do  it  that  way. 

And  eventually.  Bob,  the  mortgaging  of  your  future,  I  think, 
would  be  very,  very  destructive.  So  while  I  like  the  flexibility,  if 
that  flexibility  is  in  fact  a  cover  for  cutting  back  the  funds,  I  really 
must  warn  you  against  that. 

We  did  that  in  New  York  City  in  terms  of  our  general  obliga- 
tions, much  to  our  misfortune. 

Mr.  Garcia.  Thank  you  very  much,  Mr.  Chairman.  I  will  yield 
back  the  balance  of  my  time  if  I  have  any. 

But  before  I  do,  I  have  a  study  here  called  "The  Impact  of  a 
Housing  Voucher  Program  on  New  York  City's  Population."  And 
with  the  chairman's  permission,  it  was  prepared  by  the  Pratt  Insti- 
tute in  New  York,  I  submit  it  for  the  record. 

Chairman  Gonzalez.  Without  objection,  that  will  be  fine.  And  I 
thank  the  gentleman  for  that. 

[See  the  hearing  record  of  March  23,  1982.] 

Chairman  Gonzalez.  Mr.  Schumer. 

Mr.  Schumer.  Thank  you,  Mr.  Chairman. 

Thank  you  for  the  kind  words.  And  this  is  a  very  distinct  honor 
for  me.  I  think  it  is  the  first  time,  at  least  since  I  have  been  in  Con- 
gress, that  one  of  my  constituents  is  testifying.  There  has  not  been 
a  long  line  of  constituents  at  the  door  of  people  wanting  to  testify. 
But  if  they  do  half  as  good  a  job  as  the  first  constituent  who  has 
testified,  Commissioner  Gliedman,  our  district  will  be  represented 
very  well. 

I  have  a  bunch  of  questions.  Some  of  them  relate  to  things  that 
were  brought  up  this  morning. 

Chairman  Gonzalez  is  very  kind  to  say  that  I  played  such  a  role 
in  putting  together  this  bill,  but  it  is  he  who  really  deserves  all  the 
credit  for  putting  it  altogether  in  a  package.  And  once  again  I  com- 
pliment him  and  the  staff. 

But  one  of  the  questions  that  we  have  been  wrestling  with,  and 
we  did  this  morning  when  the  people  from  the  U.S.  National  Con- 
ference of  Mayors  and  the  National  League  of  Cities  were  here, 
was  the  question  of  shallow  versus  deep  subsidies. 
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It  is  no  secret  that  section  8  is  a  program  that  I  thought  was 
quite  effective,  but  has  come  to  be  discredited  in  some  part  because 
of  waste,  but  probably  more  so  because  it  is  very  expensive.  When 
you  have  a  deep  subsidy,  it  is  extremely  expensive. 

Therefore,  that  is  the  question  on  which  I  would  just  like  some 
enlightenment  from  you.  I  know  you  have  thought  about  the  issue 
in  terms  of  a  deep  subsidy  for  a  small  number  of  very  poor  people 
or  a  shallower  subsidy  for  a  larger  number  of  still  poor  but  not  the 
most  poor,  not  exclusively  the  very  poorest  people. 

Mr.  Gliedman.  I  think  that  the  answer  lies  in  the  comprehen- 
siveness of  the  program  that  we  need.  As  I  indicated,  I  think  the 
very  shallow  programs,  the  localities  should  be  between  tax  exempt 
and  tax  abatement,  CDBG  funds  and  so  forth,  should  be  able  to 
carry  that  burden. 

Where  I  think  we  would  look  toward  the  Federal  Government  for 
help  would  be  in  terms  of  the  deep  and  the  not  shallow,  but  the 
shallower  subsidies.  And  those  are  the  roles  that  I  think  the  Feder- 
al Government  can  most  effectively  play. 

The  locality  certainly  bears  a  burden  in  providing  housing  for  its 
people,  and  we  must  put  our  local  funds  and  discretionary  funds 
into  that  rehabilitation,  for  example.  But  where  you  are  talking 
about  a  gut  rehabilitation,  a  total  rehabilitation,  and  new  construc- 
tion, clearly  that  requires  Federal  funds  and  could  not  be  done  in 
any  other  way. 

Now,  in  terms  of  the  income  classes  or  rent  levels  that  could  be 
effectuated,  I  certainly  believe  that  there  has  to  be  an  adequate 
mix.  We  must  make  sure  that  in  fact  there  is  adequate  and  decent 
housing  for  people  of  low  and  moderate  income.  In  New  York  that 
is  why  we  have  put  so  much  effort  in  terms  of  the  in  rem  pro- 
grams. And  we  are,  I  think,  making  a  dent  there. 

An  interesting  statistic  which  is  in  this  report  is  that  for  the  first 
time  in  several  decades  there  has  been  a  net  gain  of  housing  units 
in  New  York  City.  I  am  very  proud  of  it  because  3  years  ago  the 
previous  study  showed  it  to  be  a  60,000-unit  loss  in  New  York  City 
over  the  previous  3  years.  Now  it  is  a  net  gain  of  8,000.  So  I  am 
very  proud  of  that. 

And  I  think  the  reason  for  that  is  the  fact  that  we  were  able  to 
preserve  the  housing  that  people  of  low  and  moderate  income  live 
in  so  that  those  units  were  not  lost  to  the  stock.  But  I  believe  there 
is  a  real  need  for  a  mixed  program.  And  I  look  towards  that  mix 
coming  out  of  this  Congress.  There  has  to  be  public  housing.  There 
has  to  be,  I  think,  a  middle-income  program  as  well. 

Just  one  other  thing  I  would  like  to  say,  which  is  that  there  are 
so  few  votes  that  today  one  can  cast  proudly  and  happily.  And 
mine  for  you.  Congressman,  was  one  of  those.  I  am  a  proud  con- 
stituent. 

Mr.  ScHUMER.  Thank  you  very  much. 

Another  question.  This  morning  a  number  of  people  on  the  other 
side,  including  the  ranking  minority  member,  suggested  that  we 
might  just  take  the  money  that  we  have  put  into  this  rental  pro- 
gram and  maybe  even  for  the  single-family  program,  and  put  it 
into  the  CDBG  program— just  give  it  to  the  cities  and  thereby  avoid 
all  bureaucracy,  all  encumbrances,  and  get  the  money  to  go  quick- 
ly. 
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What  would  be  your  view  on  that?  It  had  been  expressed  by  some 
of  the  Mayors,  and  it  is  a  view  that  I  share,  that  housing  would  not 
receive  too  much  of  that  money,  and  certainly  not  new  construc- 
tion. But  I  would  like  to  know  your  view  of  it. 

Mr.  GuEDMAN.  Well,  I  think  the  problem  is,  in  the  times  we  live 
in,  that  your  concern  is  well  justified.  I  think  that  2  years  ago  I 
would  have  supported  that  move.  But  at  a  time  when  the  Federal 
Government  is  pulling  out  of  its  support  for  so  many  of  the  basic 
services  and  in  arranging  from  revenue  sharing  to  UMTA  to  what- 
ever, that  in  fact  there  would  obviously  be,  I  think,  across  the  coun- 
try a  tremendous  likelihood  of  that  money  being  put  to  other  im- 
portant uses. 

I  do  not  think,  2  years  ago,  that  would  have  been  the  case.  If  you 
asked  that  question,  2  years  ago,  I  am  certain  I  would  have  said 
put  it  in  CDBG.  I  still  believe  in  New  York  City  that  that  would  be 
the  case.  And  since  I  am  commissioner  of  New  York,  I  can  only 
really  relate  to  that.  I  believe  that  the  Mayor  and  the  other  elected 
officials  in  New  York  are  firmly  committed  to  using  the  majority  of 
our  CDBG  funds  for  housing. 

This  last  year,  73  to  74  percent  of  it  goes  into  housing,  housing- 
related  programs.  And  I  believe  that  would  at  least  continue, 
Chuck,  if  not  increase.  So  in  New  York  I  am  not  that  concerned. 

But  I  think  you  are  seeing  cities  around  the  country  facing  m^jor 
fiscal  crises,  and  I  know  what  happened  in  the  early  years  of  CDBG 
when  New  York  was  facing  that  type  of  fiscal  crisis.  And  I  can  tell 
you  from  experience,  if  I  may,  in  just  a  moment,  that  I  would  esti- 
mate 85  percent  of  that  money  was  used  for  budget  balancing,  and 
very  little  of  that  when  we  were  in  fiscal  crisis  went  for  housing  or 
any  solid  service. 

And  I  believe  that  cities  around  the  country  are  now  in  the 
shape  that  we  were  in  1975  and  1976,  where  their  assets  of  cash 
flow  and  cash  flow  simply  do  not  equal  their  revenues,  and  they 
will  be  looking  at  any  funds  coming  in  as  to  keep  up  their  police 
forces,  their  fire  departments,  which  is  important.  But  I  believe 
you  are  right  that  it  would  be  redirected. 

Mr.  ScHUMER.  One  other  point  about  CDBG.  The  amount  of 
money  that  would  go  to  the  areas  that  most  need  it  might  not 
happen.  CDBG  is  very  broad  based.  And  you  know,  David  Stock- 
man supposedly,  according  to  that  article  in  the  Atlantic,  turned 
against  government  spending  because  CDBG  was  used  in  his  pros- 
perous western  Michigan  community  to  build  tennis  courts. 

I  assured  Mr.  Stockman  that  we  did  not  build  any  tennis  courts 
with  our  CDBG  money. 

Just  one  other  question.  That  is,  you  have  looked  at  the  program, 
the  multifamily  program  that  we  have  put  together.  And  it  tries  to 
balance  the  need  to  see  that  money  is  directed  at  housing  programs 
while  giving  the  locality  the  flexibility  so  it  could  be  used  the  way 
each  locality  sees  fit.  And  each  locality  is  considerably  different. 

Do  you  think  we  have  erred  on  the  side  of  being  too  flexible,  not 
flexible  enough?  We  have  to  say,  and  I  guess  it  could  be  stated  here 
publicly,  that  given  the  lack  of  commitment  to  housing,  certainly 
in  0MB  and  maybe  in  other  places  in  the  administration,  we  do 
not  want  to  just  give  the  administration  complete  carte  blanche. 
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Mr.  GuEDMAN.  I  think  that  is  fair.  But  I  must  say  our  experience 
with  Secretary  Pierce  and  others  in  HUD  has  been,  on  the  whole, 
extremely  positive. 

But  getting  to  the  particular  point  at  hand,  the  experience  with 
the  UDAG  approach  that  you  are  suggesting,  the  UDAG-type  ap- 
proach, I  mean  we  very  strongly  favored  it.  We  have  some  major 
problems  with  UDAG  as  they  presently  have  been  described. 

I  mean,  for  example,  you  cannot  presently  do  what  they  call  a 
programmatic  UDAG.  You  cannot  say,  we  would  like  to— and  you 
should  be  able  to,  I  think,  be  able  to  say — we  would  like  to  give 
loans  in  this  neighborhood  for  this  type  of  building  with  this  kind 
of  level  income  people  living  in  it  at  this  kind  of  interest  rate  with 
this  much  private  sector — generally  describing,  in  other  words. 

What  they  require  at  this  point  in  time  is  the  exact  definition  of 
which  building,  which  tenants,  which  whatevers.  And  the  problem 
with  that  is  that  deals  do  not  stay  constant  4,  5,  8  or  10  months  at 
a  time.  And  that  is  what  it  would  take  to  put  together  a  package, 
go  into  this  UDAG  pool,  or  HUDAG  or  whatever  it  is  going  to  be, 
pool  and  come  in  and  apply. 

For  example,  this  last  year  we  had  a  wonderful  program  to  lever- 
age private  capital  on  a  3-for-l  basis  in  terms  of  putting  in  boilers 
in  buildings  that  really  needed  it.  And  we  have  tried  to  do  that  for 
UDAG,  and  we  could  not  tell  them  5  months  in  advance  the  ad- 
dresses of  buildings  that  we  were  going  to  have  boiler  troubles  of 
major  size. 

If  a  building  has  a  boiler  trouble  of  major  size,  I  cannot  wait  5 
months  to  process  the  papers,  and  I  cannot  tell  you  5  months  from 
now  exactly  which  building  it  is  going  to  be.  But  actuarially,  I  can 
tell  you  that  there  will  be  x  number  of  buildings  that  will  be  able 
to  participate  in  this  program. 

Mr.  ScHUMER.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you. 

We  are  honored  by  having  once  again  the  chairman  of  the  full 
committee,  Mr.  St  Germain. 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman. 

On  page  9,  at  the  very  end,  you  say,  ''As  a  replacement  for  the 
section  8  new  and  substantial  rehab  programs,  H.R.  5731  proposes 
a  new  procedure  or  production  vehicle,*'  et  cetera.  And  then  on  the 
following  page  you  allude  to  the  20  percent  of  all  units  produced 
under  the  program  that  must  be  retained  for  low-income  families. 

This  morning  we  had  a  panel  of  witnesses,  I  think,  the  majority 
of  whom  felt  that  the  20  percent  units  produced  for  low-income 
families  might  be  a  little  low.  Do  you  have  any  opinion  on  that? 

Mr.  GuEDMAN.  Do  you  mean  that  it  should  be  above  20  percent 
for  low  income? 

Mr.  St  Germain.  Right. 

Mr.  Gliedman.  I  do  not  believe  that  that  should  be  required  by 
law.  I  think  that  we  are  going  to  need  a  substantial  amount  of 
flexibility  if  we  are  going  to  make  the  program  work.  And  I  think 
20  percent  sets  a  minimum,  not  a  maximum. 

Mr.  St  Germain.  You  are  right.  It  does. 

Mr.  Guedman.  This  is  a  very  positive,  I  think,  approach.  What 
we  have  found,  as  you  know,  is  that  when  we  have  tried  our  best  to 
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engineer  nationwide,  it  is  sometimes  very  difficult.  And  so  I  think 
your  approach  is  right  on  target. 

May  I  just  say  one  other  thing,  though,  which  is  that  again  I  just 
want  to  personally  thank  you,  Mr.  St  Germain,  for  all  of  your  ef- 
forts in  helping  us  with  particularly  the  235  extension.  That  was  a 
remarkable  achievement  and  one  which  all  of  us  in  New  York  are 
very  appreciative  of,  as  well  as,  obviously,  Mr.  Gonzalez  and  Mr. 
Schumer  as  well.  I  just  could  not  appear  here  without  saying  that. 

Mr.  St  Germain.  Well,  you  made  a  good  case.  [Laughter.] 

Mr.  St  Germain.  And  you  have  some  pretty  effective  members 
on  the  committee  as  well.  I  am  sure  you  are  aware  of  that. 

Incidentally,  in  answering  Mr.  Schumer's  questions,  you  said  in 
New  York  you  would  not  be  too  concerned  about  the  amount  of 
funding  that  would  go  toward  housing  from  CDBG  funds.  You  cited 
the  present  mayor,  but  I  understand  that  Mayor  Koch  may  not  be 
mayor  much  longer.  He  has  higher  ambitions.  I  do  not  know  if  they 
are  really  higher. 

But  at  the  bottom  of  page  10  of  your  statement  you  say  that: 
"Along  similar  lines,  it  must  be  noted  that  the  recently  enacted 
legislation  which  all  but  eliminates  housing  assistance  for  those 
families  earning  between  50  and  80  percent  of  the  area  median 
income  will  have  extremely  negative  effects  upon  the  working  poor 
in  the  neighborhoods  in  which  they  live.  The  city  therefore  urges 
the  committee  members  to  consider  the  repeal  of  this  limitation." 

I  do  wish  you  would  elaborate  on  that  for  the  benefit  of  the  com- 
mittee. 

Mr.  Gliedman.  Yes.  Thank  you.  This  is  a  very  important  point 
that  Bob  Garcia  and  I  spoke  about  at  length.  And  the  problem  basi- 
cally is  that  we  today  have  income  mixes  in  our  neighborhoods 
that  I  think  we  would  very  much  like  to  try  to  keep.  When  we  talk 
about  income  mixes,  we  are  talking  about  the  poor  and  the  very 
poor;  we  are  not  talking  about  subsidizing  people  that  are  well  off, 
that  are  not  paying  already  an  extremely  high  percentage  of  their 
income  for  rent. 

In  order  to  build  neighborhoods,  we  believe  you  have  to  have 
somewhat  of  an  income  mix.  To  have  all  public  assistance  level 
families,  for  example,  living  together  we  do  not  think  is  a  conduc- 
ive for  a  long-term  creative  neighborhood-building  process. 

Our  experiences,  for  example,  in  the  high-rise  public  housing  has 
been  much  less  successful  than  where  in  fact  in  that  same  public 
housing  milieu  we  put  people  of  a  little  bit  broader  income  mix,  so 
that  you  had  the  working  poor  together  with  the  public  assistance. 

And,  for  example,  the  program,  as  I  understand  it,  that  requires 
a  substantial  part  of  the  units  to  be  for  the  very,  very  low  income, 
but  not  all,  I  think  just  makes  a  lot  of  sense,  because  there  you 
have  role  models,  you  have  abilities  to  progress,  and  you  build 
neighborhoods  around  the  strongest  models  we  have. 

If  you  take  a  look  at  the  South  Bronx,  for  example,  you  will  find 
that  there  are  very  strong  neighborhoods  still  in  the  South  Bronx. 
The  picture  of  it  is  a  land  of  devastation.  That  is  totally  wrong.  But 
it  is  made  up  of  working  class  people.  And  if  we  are  going  to  let 
those  working  class  people  be  part  of  the  rebuilding  effort,  we 
cannot  chase  them  out  when  we  build  new  housing.  We  cannot  say, 
we  are  going  to  build  new  housing  across  the  street  but  working 
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people  cannot  apply.  That  just  is  not  healthy  in  terms  of  building 
neighborhoods  and  communities. 

So  I  think  it  is  a  very  important  piece,  if  we  are  into  community- 
building,  not  just  housing-building,  not  just  helping  an  individual 
isolated  from  the  rest  of  society,  that  in  fact  we  have  a  broader 
income  range,  up  to  the  80  percent  of  median  level,  which  in  New 
York  is  still  quite  low. 

Mr.  St  Germain.  I  appreciate  your  answer.  I  think,  frankly,  that 
I  would  like  an  even  more  elaborate  reply,  perhaps  an  analysis 
giving  the  factual  situation,  because  this  was  one  of  the  items  in 
conference  last  year  that  we  really  fought  hard  on.  And  I  must 
commend  my  colleague  Bill  Stanton,  ranking  minority  member, 
who  did  a  lot  of  the  negotiating. 

Chairman  Gonzalez  will  remember  that  Bill  was  with  us  on  this, 
he  really  was.  And  as  a  matter  of  fact,  if  my  memory  serves  me 
correctly  there  was  a  fellow  named  Bill  Widnall  from  New  Jersey, 
who  at  the  time  was  ranking  minority  member,  who  was  one  of  the 
big  proponents  of  the  income  mix  that  was  an  essential  component 
of  the  section  8  program  when  it  was  created.  He  was  a  very  en- 
lightened member. 

He  went  to  Brown  University,  which  was  great.  [Laughter.] 

The  only  mistake  he  made  along  the  line  is  that  he  was  a  Repub- 
lican. But  other  than  that,  he  was  a  great  guy. 

Mr.  St  Germain.  So  as  I  say,  I  want  to  see  if  we  cannot  correct 
the  problems  that  reducing  the  income  eligibility  has  caused  this 
time  around.  But  we  will  need  as  much  factual  information  as  we 
can  possibly  have  at  our  disposal,  because  the  Senate  really  dug  in 
on  that  one. 

Mr.  GuEDMAN.  I  think  we  have  some  very  good  facts  to  support 
that.  I  mean,  nowhere  is  it  clearer  than  when  you  go  in  to  rehabili- 
tate a  building,  obviously  the  rents  must  be  restructured  to  be  able 
to  pay  for  that.  If  in  fact  you  have  the  working  poor  in  that  build- 
ing, they  are  then  faced  with  two  alternatives:  either  paying  a  very 
high  percentage  of  their  income  for  rent,  because  they  cannot  get  a 
section  8  subsidy,  or  being  thrown  out  of  their  own  building  be- 
cause it  is  being  rehabilitated. 

And  this  antidisplacement  aspect  of  it  is  a  very  key  role  for  why 
the  80-50  is  so  essential.  And  I  certainly  look  forward  to  providing 
you  with  data,  with  facts  within  individual  buildings,  and  with  sto- 
ries of  people  that  would  otherwise  have  been  adversely  affected  or 
were  adversely  affected  by  that  80-50  rule,  as  well  as  giving  gross 
numbers,  because  obviously  the  horror  of  it  is  so  more  clearly  seen 
in  terms  of  individual  neighborhoods  which  were  disrupted  for  that 
reason. 

Mr.  St  Germain.  Yes,  because  in  the  argumentative  stages  of  the 
conference  the  other  side  just  came  up  with  generalities,  whereas  if 
we  could  show  the  specifics  as  to  where  this  has  had  a  negative 
impact  we  might  have  a  stronger  case. 

Mr.  GuEDMAN.  I  would  be  happy  to  do  that. 

Mr.  St  Germain.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Chairman. 

Mr.  Lundine? 
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Mr.  LuNDiNE.  Mr.  Chairman,  I  would  like  to  take  the  leave  of 
the  committee  to  remind  the  distinguished  gentleman  from  Rhode 
Island  and  the  distinguished  chairman  of  this  committee  that  if 
anyone  has  the  opportunity  to  extend  their  constituency  out  of 
New  York  City  into  the  rural  reaches  of  New  York,  that  is  a  move 
upward  and  onward.  [Laughter.] 

That  is  not  necessarily  an  endorsement  for  the  candidate.  But  I 
wanted  that  very  clear,  that  whatever  Governor  Carey's  reflection 
on  his  office  might  be,  I  can  attest  that  it  is  a  great  additional  con- 
stituency that  does  not  live  in  the  city  of  New  York. 

You  have  underlined  the  very  points  that  I  wanted  to  make,  and 
I  guess  I  only  want  to  say  that  this  is  the  most  incisive,  articulate 
support  of  a  new  concept  and  sustaining  some  older  concepts,  that 
is  in  a  housing  program,  that  I  have  seen  in  a  good  deal  of  time  on 
this  committee. 

I  would  observe  that  I  seriously  think  that  the  very  mixed 
income  arguments  you  are  making  for  a  highly  densely  populated 
area,  such  as  the  city  of  New  York,  apply  just  as  much  in  the  rural 
areas.  And  one  of  the  reasons  that  I  would  hate  to  see  us,  in  the 
name  of  trying  to  help  more  poor  people,  increase  this  20-percent 
requirement  is  that  it  allows  us  to  leverage  so  nicely  the  private 
developers  building  more  housing  and  not  create  new  ghettos,  par- 
ticularly with  respect  to  the  family  housing  aspect. 

So  I  think  your  really  incisive  support  of  that  concept  would 
apply,  not  only  to  New  York  City,  but  elsewhere  as  well. 

Mr.  GuEDMAN.  Well,  I  totally  agree,  and  I  think  you  have  really 
in  fact  given  it  a  depth  that  I  suspected  as  Commissioner  of  Hous- 
ing for  New  York  City.  But  clearly  I  have  to  talk  from  my  own  ex- 
perience, and  I  appreciate  your  confirming  my  view,  and  I  thank 
you  for  that. 

Mr.  LuNDiNE.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Lundine. 

Have  Mr.  Ross  and  Mr.  Edwards  arrived? 

Now,  if  you  desire,  Mr.  Gliedman,  you  can  continue  to  sit  there, 
because  we  had  arranged  originally  to  have  the  three-man  panel. 
Or  if  you  feel  that  you  have  urgent  business  that  you  must  tend  to 
in  the  interim,  why,  we  deeply  thank  you  once  again  for  your  pres- 
entation. It  is  most  valuable.  I  cannot  tell  you  in  words  how  valua- 
ble. 

But  you  are  welcome  to  remain  there  if  you  want.  Whatever 
your  option  is  we  would  respect. 

Mr.  Gliedman.  I  appreciate  the  offer  of  staying.  I  do  have  an  ap- 
pointment a  little  later  that  I  have  to  go  to,  and  perhaps  if  I  could 
take  my  leave  that  would  be  best.  But  I  thank  you  very  much  for 
this  opportunity. 

And  the  work  that  you  have  entered  into  is  one  that  I  cannot  say 
too  much  about.  It  is  very  positive.  Thank  you,  sir. 

Chairman  Gonzalez.  Thank  you,  sir.  Good  luck. 

We  next  have  Mr.  C.  Terry  Ross,  the  president  of  National 
Leased  Housing,  and  Mr.  Arthur  W.  Edwards,  a  member  of  the 
board  of  directors  of  the  Council  for  Rural  Housing  and  Develop- 
ment. 

If  there  is  no  time  constriction  on  either  one  of  you  gentlemen, 
then  it  was  my  intention  to  recognize  Mr.  Edwards  first,  unless 
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there  is  some  pressing  need  for  you  all  to  get  away  and  catch  a 
plane  or  something.  And  perhaps  if  Mr.  Edson  is  with  Mr.  Ed- 
wards, you  might  introduce  Mr.  Edwards  to  the  subcommittee. 

Mr.  Edson.  Mr.  Chairman,  I  have  the  pleasure  of  being  with  both 
today,  sort  of  a  doubleheader.  And  certainly,  in  what  order,  we  will 
certainly  follow  the  lead  of  the  Chair.  Art  Edwards  is  a  member  of 
the  board  of  directors  of  the  Council  for  Rural  Housing  and  Devel- 
opment. The  president  of  our  organization.  Herb  Collins,  is  from 
Boston,  and  people  do  not  leave  Boston  on  March  17,  especially  if 
their  name  is  Collins.  It  also  happens  to  be  his  birthday,  so  Mr.  Ed- 
wards will  be  substituting  for  him. 

We  do  have  our  traditional  green  testimony,  though. 

Chairman  Gonzalez.  Let  me  thank  each  one  of  you  for  helping 
us  in  appearing  here  today  and  traveling  a  good  many  miles  to  be 
here.  We  deeply  appreciate  it. 

STATEMENT  OF  ARTHUR  W.  EDWARDS,  MEMBER,  BOARD  OF  DI- 
RECTORS, COUNCIL  FOR  RURAL  HOUSING  &  DEVELOPMENT, 
ACCOMPANIED  BY  CHARLES  L.  EDSON,  OF  LANE  &  EDSON,  P.C, 
COUNSEL 

Mr.  Edwards.  Mr.  Chairman,  thank  you  for  having  us  here. 

As  Chuck  said,  I  am  a  member  of  the  board  of  directors  of  the 
Council  for  Rural  Housing  and  Development,  and  it  is  a  group  that 
is  comprised  of  organizations  that  do  rural  rental  housing  develop- 
ment. We  are  on  the  ground  in  the  small  communities  developing 
rural  rental  housing. 

Mr.  Chairman,  we  have  a  prepared  statement  which  I  would 
hope  that  could  be  entered  into  the  record,  if  I  could  just  hit  the 
highlights. 

Chairman  Gonzalez.  Certainly.  You  may  proceed  as  you  deem 
best.  But  we  can,  with  no  objection,  present  your  statement  as  you 
prepared  it  for  the  record,  and  then  you  may  proceed,  if  you  wish 
to  summarize  or  any  other  way. 

Mr.  Edwards.  Thank  you  very  much. 

I  would  first  like  to  say  that,  representing  the  rural  interests,  we 
also  strongly  support  the  testimony  of  the  gentleman  from  New 
York.  I  think  every  organization  involved  with  housing  must  rally 
together.  We  are  facing  a  terrible  crisis,  and  all  of  the  housing  in- 
terests I  think  are  going  to  try  and  coordinate  our  efforts  as  best 
we  can. 

Speaking  for  rural  housing,  we  comprise  25  percent  of  the  popu- 
lation of  the  country.  Thirty-eight  percent  of  the  people  who  are  in 
poverty  straits  live  in  rural  areas.  Our  housing  has  a  high  prepon- 
derance of  dilapidation  and  lack  of  adequate  plumbing  facilities, 
lack  of  adequate  sewers. 

Unlike  New  York,  the  rural  areas  only  have  $70  per  capita  in 
their  savings  and  loans.  In  the  metro  areas  there  is  $2,000  per 
capita.  There  is  no  borrowing  power  in  the  rural  areas. 

In  recognizing  these  needs,  the  Farmers  Home  Administration 
for  the  past  15  or  20  years  has  been  meeting  the  credit  needs,  meet- 
ing the  housing  needs  in  the  rural  areas.  The  Farmers  Home  Ad- 
ministration since  its  inception  has  built  over  225,000  housing 
units. 


Digitized  by  VjOOQIC 


742 

This  program  has  addressed  the  truly  poor.  Eighty-five  percent  of 
the  occupants  in  Farmers  Home  Administration  housing  earn 
under  $9,000.  Farmers  Home  housing  is  almost  a  third  less  expen- 
sive to  build.  We  can  put  a  unit  on  the  ground  for  under  $30,000  a 
unit. 

Chairman  Gonzalez.  Pardon  me  for  interrupting,  Mr.  Edwards.  I 
did  not  catch  that  figure,  that  $9,000. 

Mr.  Edwards.  My  comment  was  to  the  effect  that  in  urban  areas 
in  savings  and  loans  and  institutions  that  make  housing  loans 
there  is  approximately  $2,000  per  person  of  deposits  available.  In 
other  words,  in  the  New  York  Citys  and  in  the  metro  areas 
throughout  the  country,  the  deposits  are  available  for  individuals 
and  for  developers  to  borrow  to  build  housing.  In  rural  areas  we 
only  have  an  average  of  $70  per  capita  available  for  borrowing. 

The  Farmers  Home  programs,  through  housing,  industrial  devel- 
opment, et  cetera,  are  the  true  lenders  in  the  rural  areas  for  the 
farms,  for  the  houses,  for  the  small  businesses  that  are  built  there. 

And  the  attacks  that  have  been  made  by  this  administration  on 
rural  funding,  on  rural  financing,  the  attacks  on  the  Federal  Fi- 
nancing Bank,  are  totally  unwarranted.  The  return — the  invest- 
ment that  is  made  by  this  Government  in  these  rural  areas  will 
present  so  much  value  to  the  country.  The  housing  that  is  there 
now  is  going  to  remain  there  in  continual  value.  It  is  not  spent.  It 
is  invested. 

That  is  the  background  of  the  rural  problems  and  the  Farmers 
Home  Administration.  It  has  been  operating  very  quietly,  very  suc- 
cessfully, for — well.  Chuck,  you  can  tell  me. 

Mr.  Edson.  Since  1949,  actually,  the  Housing  Act  of  that  year. 

Mr.  Edwards.  We  very  seldom  have  to  come  and  be  special 
pleaders,  because  the  program  has  not  required  it.  It  is  a  low  pro- 
file program. 

In  the  budget  that  the  President  put  out  for  fiscal  1983,  Farmers 
Home  Administration  funding  for  the  rural  rental  housing  pro- 
gram was  cut  from  $940  million  to  $200  million.  The  number  of 
units  that  could  be  built  during  this  fiscal  year,  that  is  1982,  was 
29,000.  The  number  proposed  is  5,700,  a  disastrous  cut. 

I  would  like  to  take  the  opportunity  to  thank  this  committee  for 
supporting  the  fiscal  year  1982  funding  level,  the  $940  million 
level.  I  would  like  to  say  this  also  follows  on  a  conversation  that 
was  held  regarding  a  mix  of  income  in  rental  housing  projects.  The 
rental  assistance  program  allows  very  low  income  people  to  live  in 
the  Farmers  Home  Administration  rental  projects.  We  urge  that 
the  so-called  rental  assistance  program  be  funded  to  support  new 
construction. 

This  mix  of  income,  as  Mr.  Lundine  mentioned,  is  good  not  only 
in  the  urban  areas,  but  it  is  equally  as  good  in  the  rural  areas  and 
it  should  not  be  discontinued. 

So  again,  we  thank  you  for  supporting  us.  We  hope  you  will  be 
successful.  If  you  need  any  information  from  us,  let  us  know. 

I  have  one  other  point  to  make  and  that  is,  there  has  been  dis- 
cussion about  closing  down  the  Farmers  Home  Administration 
housing  program  and  merging  it  either  with  the  State  housing  pro- 
grams or  in  some  other  unknown  form.  I  have  dealt  with  F^eral 

encies  and  State  agencies  for  15  years.  I  have  worked  in  the  gov- 
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eminent  and  have  seen  bureaucracy  at  its  best  and  at  its  worst.  I 
would  like  to  say  that  the  Farmers  Home  Administration  as  it  op- 
erates in  its  districts  and  in  its  States,  State  offices,  is  one  of  the 
most  efficient  Federal  agencies  that  exists. 

You  have  people  there  who  understand  the  needs  of  the  rural 
people.  They  are  reasonable  people  to  deal  with.  They  have  devel- 
oped a  history  and  experience  with  the  program. 

The  system  works,  and  the  old  adage  that,  *'if  it  ain't  broke  don't 
fix  it,"  applies  very  strongly  in  this  instance.  Do  not  change  the 
way  the  Farmers  Home  Administration  works.  Keep  that  good, 
strong  rural  apparatus  out  there. 

Mr.  Chairman,  that  concludes  my  remarks,  and  I  thank  you  for 
allowing  me  to  appear. 

[Mr.  Edwards'  prepared  statement,  on  behalf  of  the  Council  for 
Rural  Housing  and  Development,  follows:] 
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TESTIMONY  OP  ARTHUR  W.  BDNARDS 

NBMBER,  BOARD  OF  DIRECTORS 

COtWCIL  FOR  RURAL  HOUSING  AND  DEVELOPMEWT 

BEFORE  THE  HOUSING  AMD  COMMUNITY  DEVELOPMENT  SUBCOMMITTEE « 

HOUSE  BANKING,  FINANCE  AND  URBAN  AFFAIRS  COMMITTEE 

MARCH  17   1982 


My  name  is  Arthur  Edwards.   I  am  Chairman  of  the  Board  of 
Case/Edwards  Enterprises,  Inc.  of  Annapolis,  Maryland,  and  a 
member  of  the  Board  of  Directors  of  the  Council  for  Rural 
Housing  and  Development,  on  whose  behalf  I  speak  today.  I  am 
accompanied  by  Charles  L.  Edson,  of  the  Washington,  D.  C.  law 
firm  of  Lane  and  Edson,  P.C.,  who  serves  as  our  Counsel. 

As  a  matter  of  background,  the  Council  is  conqposed 
of  over  75  member  organizations  from  all  sections  of  the  country 
who  are  active  developers  under  the  Section  515  program.  Although 
we  have  been  in  existence  just  a  little  over  a  year,  we  have 
been  quite  active  in  both  the  legislative  process  and  in  working 
closely  with  Farmers  Home  to  assure  workable  regulations  and 
procedures . 

Rural  Housing  Needs 

Although  you  may  be  generally  familiar  with  rural 
housing  needs,  a  few  salient  facts  bring  into  sharp  focus  the 
housing  needs  of  rural  America. 

Family  income  in  non-metro  areas,  although  growing, 
still  lags  significantly  behind  such  income  in  metropcH.itan  areas 
($18,069  vs.   $22,590).  Although  rural  areas  have  only  26.7%  of 
the  nation's  population,  they  have  38.4%  of  those  in  poverty. 
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In  non-metro  areas,  36%  of  renters  who  occupy  adequate 
housing  spend  more  than  30%  of  their  income  to  do  so.  For  very 
low  income  house  renters,  those  below  50%  of  median,  78%  of  the 
renters  occupying  adequate  housing  have  such  af  ford2Ut>ility 
problems . 

Non-metro  houses  are  twice  as  likely  to  have  kitchen  and 
heating  defects »  three  times  as  likely  to  have  plumbing 
defects,  and  ten  times  as  likely  to  have  inadequate  sewage  systems 
than  homes  located  in  metropolitan  areas. 

Although  housing  needs  are  greatest  in  rural  America,  the 
supply  of  credit  to  meet  such  needs  is  far  less.  A  study  found 
that  in  1975  banks  and  savings  and  loan  associations  in  large 
metropolitan  areas  had  assets  of  $8,800  per  capita  —  more  than 
twice  the  $3,400  per  capita  in  rural  and  non-metro  counties. 
In  that  same  year, the  savings  and  loans  had  deposits  of  $2,000 
in  capital  in  the  larger  metro  counties,  compared  with  only 
$70  per  capita  in  totally  rural,  non-metro  counties,  and  $1,110 
per  capita  in  non-metro  counties. 

It  is  this  mismatch  of  high  need  and  low  resources  to 
meet  this  need  that  impelled  Congress  in  the  Housing  Act  of  1949 
to  establish  the  Farmers  Home  Section  502  home  ownership  program, 
and  Section  515  rental  housing  program.  We  who  work  actively 
on  the  Section  515  program  are  proud  of  that  program's  record 
in  meeting  the  needs  of  rural  American  rentors.   Since  its 
1949  inception,  over  225,000  units  of  housing  have  been  built. 
Of  all  the  federal  programs.  Section  515  targets  its  assistance 
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to  those  who  need  it  most.  A  1979  FmHA  survey  showed  that 
nearly  85%  of  the  occupants  of  Section  515  projects  had  incomes 
under  $9,000. 

Section  515  is  a  cost  efficient  program.  For  Fiscal  Year 
1981,  the  cost  of  a  Section  515  assisted  unit  was  $29,314 
compared  with  over  $40,000  for  a  unit  assisted  under  the  Section 
8  program.  The  delinquency  rate  of  the  Section  515  program  is 
roughly  5%,  and  defaults  are  virtually  non-existent  —  a  record 
unmatched  by  any  other  housing  program. 

In  addition.  Section  515  results  in  good  community 
development.  The  concentration  of  people  in  rental  units  can  mean 
less  federal,  state  and  local  tax  dollars  spent  on  streets  and 
road  construction  and  maintenance,  sewer  and  water  system 
construction,  as  %fell  as  public  and  school  transportation.  Also, 
money  spent  on  Secti-on  515  creates  a  community  asset  that  lasts 
for  many  years,  as  opposed  to  one-shot  aseistAnce  under  most 
social  service  programs.  Although  there  may  be  a  turnover  of 
tenants  in  a  rental  project,  the  apartment  itself  continues  as 
a  resource  for  low  income  tenants  for  at  least  twenty  years. 

With  this  background,  %fe  are  here  before  the  committee 
to  stress  two  major  points,  one  dealing  with  FY  83  funding  and 
the  other  with  a  proposal  being  forwarded  from  some  sources 
that  the  rural  housing  programs  now  administered  by  the  Farmers 
Home  Administration  instead  be  administered  by  State  agencies 
under  a  block  grant. 

FY  83  Funding 

In  view  of  the  great  need  in  rural  areas,  and  the  success 
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of  the  Section  515  program  in  meeting  the  need,  we  are  aghast 

at  the  Administration's  proposal  to  cut  Section  515  funding 

from  $940  million  in  FY  82,  enough  for  approximately  29,400 

units,  to  $200  million  in  FY  83,  enough  for  only  5,740  units. 

Although  we  realize  that  we  are  in  an  era  of  financial  stringency, 

few  federal  programs  have  been  asked  to  take  the  extreme  cut 

that  the  Section  515  program  must  under  the  Administration's 

budget. As  we  stated  before, there  is  no  justification  on  a  programatic 

basis  for  such  a  cut  —  Section  515  has  been  a  high  performance, 

high  quality  program,  the  source  of  virtually  no  public  criticism 

during  its  thirty-two  years  of  existence. 

We  commend  the  Committee  for  including  a  realistic  FY  83 
authorization  of  $940  million  in  HR  5731,  and  we  urge  the 
Committee  to  enact  funding  at  that  level.  We  also  applaud  your 
authorization  of  $398  million  for  the  rural  rental  assistance 
program.  Especially  cotnmendal^le  is  the  earmarking  of  $173  million 
of  these  funds  for  newly  constructed  projects. 

Continued  FmHA  Adminlatratiofi  of  Kural  Housing  Program 

Congress  established  the  Farmers  Home  Administration  of 
the  Department  of  Agriculture  as  an  entity  that  could  focus 
extensively  and  exclusively  on  rural  problems.  FmHA  has  an 
established  network  of  state,  district  and  county  offices  to 
administer  the  FmHA  Section  502  home  ownership  program.  Section 
515  rental  housing  program,  and  other  rural  housing  efforts. 
Our  members  work  with  Farmers  Home  offices  on  a  daily" basis,  and 
are  very  satisfied  with  the  service  and  refiponse  that  %fe  receive. 
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FmHA  does  its  procesBing  with  a  minimum  of  red  tape 
and  delay,  and  with  a  maximum  of  understanding  of  rural  problems. 
There  is  no  need  to  dismantle  this  apparatus  in  favor  of  state- 
wide agencies  that  do  not  have  the  exclusive  rural  concern  of  FmHA 
and  the  day  to  day  experience  in  administering  rural  housing 
programs • 

We  have  a  perfect  case  for  applying  the  old,  very  wise 
adage  —  "If  it  ain't  broke,  don't  fix  it." 

We  thank  you  very  much  for  the  opportunity  to  appear 
before  you,  and  would  be  pleased  to  answer  any  questions  that 
you  may  have. 

Chairman  Gonzalez.  It  is  the  other  way  around.  We  thank  you, 
as  I  said  before,  Mr.  Edwards,  for  taking  your  time  to  be  with  us; 
and  would  also  express  our  gratitude  for  the  cooperation  not  only 
of  your  organization  but  of  your  staff  and  your  legal  consultants. 
Our  staff  has  worked  very  closely  with  you  and  we  are  grateful  for 
the  sorts  of  information  and  help  you  have  given  us. 

Mr.  Ross? 

STATEMENT  OF  C.  TERRY  ROSS,  PRESIDENT,  LAMMERS  &  ROSS 
DEVELOPMENT  CO.,  INC.,  BAYTOWN,  TEX.,  AND  PRESIDENT, 
NATIONAL  LEASED  HOUSING  ASSOCIATION,  ACCOMPANIED  BY 
CHARLES  L.  EDSON,  OF  LANE  &  EDSON,  P.C,  COUNSEL  TO  THE 
NATIONAL  LEASED  HOUSING  ASSOCIATION 

Mr.  Ross.  My  name  is  Terry  Ross  and  I  am  president  of  Lam- 
mers  &  Ross  Envelopment  Co.,  Inc.,  Baytown,  Tex.,  and  president 
of  the  National  Leased  Housing  Association,  on  whose  behalf  I  tes- 
tify today.  I  am  accompanied  by  Chuck  Edson,  counsel  to  the  Na- 
tional Leased  Housing  Association. 

Although  NLHA  has  appeared  before  your  committee  for  many 
years,  we  appear  today  in  a  new  and  broader  role.  In  our  early 
years,  we  were  advocates  for  the  section  23  leased  housing  pro- 
gram, and  since  1974  we  have  been  solely  involved  in  fostering  a 
strong  and  workable  section  8.  In  recent  times,  however,  we  have 
broadened  our  concern  to  all  rental  housing,  especially  rental  hous- 
ing in  which  the  Government  is  involved  through  insurance  or  as- 
sistance. 

This  emphasis  on  rental  housing  is  most  timely.  In  addition  to 
traditional  renter  groups — the  young,  the  elderly  and  the  tran- 
sient— we  now  have  an  ever-increasing  group  of  families  who  just 
do  not  have  the  funds  available  to  buy  their  own  home.  In  addition, 
many  others  are  now  choosing  to  rent  instead  of  buy,  as  it  becomes 
apparent  that  home  ownership  in  the  1980's  just  will  not  be  the  mi- 
raculous investment  it  has  been  in  the  past  decade. 

Significantly,  the  General  Accounting  Office  in  its  recent  evalua- 
tion of  the  recommendations  of  the  President's  Commission  on 
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Housing  questioned  whether  there  is  a  sufficient  stock  of  rental 
housing  in  specific  communities  for  the  highly  touted  voucher 
system  to  be  workable,  and  that  in  tight  rental  markets  the  vouch- 
er system  might  be  more  expensive  to  the  Government  than  a 
housing  production  program. 

Although  the  demand  for  rental  housing  is  at  an  alltime  high,  its 
production  is  at  an  alltime  low — barely  50,000  unsubsidized  units 
in  1981.  It  is  to  correct  this  imbalance,  while  also  focusing  on  the 
management  and  preservation  of  our  existing  stock,  that  NLHA 
will  now  be  directing  its  activities. 

We  wish  to  commend  you,  Mr.  Chairman,  and  the  members  of 
your  committee,  who  have  introduced  and  cosponsored  H.R.  4731. 
Overall,  it  is  a  compassionate  piece  of  legislation  that  realizes  the 
desperate  need  for  rental  housing  production  and  assistance  in  this 
country,  while  not  overlooking  the  concerns  of  those  who  build 
homes  or  want  to  buy  them. 

We  focus  our  testimony  today  on  title  III,  the  Rental  Housing 
Production  and  Rehabilitation  Act  of  1982.  We  view  it  as  a  vital 
new  initiative  if  we  are  to  begin  to  meet  the  rental  housing  crisis 
in  this  country.  Its  basic  concept  of  submission  by  States  and  local- 
ities of  projects  to  HUD  for  ultimate  Federal  selection  is  a  sound 
one,  and  could  prove  most  workable. 

We  do  have  specific  suggestions  for  the  improvement  of  this  pro- 
gram, plus  an  alternative  way  to  accomplish  the  same  end,  but  we 
make  our  suggestions  in  an  overall  framework  of  approval  and 
praise  for  what  you  have  done. 

It  should  be  made  clear  that  public  bodies,  as  well  as  private  de- 
velopers, can  submit  applications  to  serve  as  owners  and  developers 
under  this  program.  Under  section  8,  many  PHA's  became  section 
8  developers  in  their  own  right,  a  very  successful  aspect  of  that 
program. 

Under  some  State  laws  it  is  ambiguous  as  to  whether  or  not  a 
public  housing  agency  is  a  unit  of  local  government.  Because  of  this 
section  312(c)  should  be  amended  to  read: 

"Such  assistance  shall  be  made  available  by  the  Secretary  to 
States,  units  of  local  government,  public  housing  agencies  or  desig- 
nated agencies  thereof  .  .  .'' 

Section  312(d)  sets  forth  capital  grants  as  permissible  assistance. 
We  strongly  believe  that  any  assistance,  at  least  to  a  private  devel- 
oper, should  be  through  a  repayable  second  mortgage  loan.  Such 
loan  should  bear  interest  at  the  Treasury  borrowing  rate  at  the 
time  of  the  loan.  For  the  sake  of  project  feasibility,  the  interest 
should  not  be  payable  annually,  but  should  be  accrued  on  a  simple 
interest  basis.  Upon  sale  or  refinancing,  the  developer  would  have 
to  pay  off  the  original  amount  of  the  loan,  plus  all  such  accrued 
interest. 

This  may  be  a  somewhat  unusual  suggestion  coming  from  an  or- 
ganization with  over  300  private  developer  members,  but  we  be- 
lieve our  suggestion  is  equitable,  both  to  the  Government  and  the 
private  development  community. 

HUD  should  also  be  able  to  administer  the  program  directly.  In 
many  cases,  there  just  may  not  be  appropriate  State  or  local  agen- 
cies to  which  the  developer  could  first  take  a  proposal.  In  such 
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cases,  the  developer  should  be  able  to  negotiate  directly  with  the 
HUD  area  offices. 

When  there  is  State  or  local  designation  of  developers,  such  juris- 
dictions should  have  published  selection  criteria  and  a  rating 
system  to  assure  objectivity  in  the  choice.  Political  favoritism  is  an 
always  lurking  possibility  when  dollars  are  involved. 

As  these  are  basically  private  projects,  we  see  no  rationale  for 
section  318 — the  Davis-Bacon  provisions.  The  GAO  report  by  the 
Comptroller  General  to  the  Congress,  dated  April  27,  1979,  states 
that  "The  act  results  in  unnecessary  construction  and  administra- 
tive costs  of  several  hundred  million  dollars  annually  *  *  *  and  has 
an  inflationary  effect  on  the  areas  covered  by  inaccurate  wage 
rates  and  the  economy  as  a  whole." 

It  should  be  made  clear  that  all  local  rent  control  ordinances  cus- 
tomarily applicable  to  the  project  would  be  preempted.  If  not,  the 
feasibility  of  many  projects  assisted  under  this  section  would  be 
under  real  question. 

On  this  subject,  we  certainly  understand  the  requirements  set 
forth  in  section  317(aX3XA),  that  the  owner  pass  on  to  the  tenants 
any  reduction  in  debt  service  resulting  from  assistance  provided  by 
the  act.  We  urge  that  the  committee  report  state  that  HUD  should 
administer  this  program  flexibly,  so  that  it  does  not  become  a  Fed- 
eral rent  control  provision  under  another  name. 

The  new  multifamily  program  should  be  made  part  of  the  U.S. 
Housing  Act  of  1937  in  order  that  section  11(b)  financing  could  be 
utilized.  Section  11(b)  is  an  alternate  source  of  tax  exempt  financ- 
ing to  section  103  of  the  Internal  Revenue  Code,  and  has  proven 
extremely  useful  in  the  financing  of  section  8  projects.  By  including 
the  proposed  program  in  the  U.S.  Housing  Act,  with  a  technical 
amendment  to  section  11(b)  to  remove  any  doubt  that  the  new  pro- 
gram would  be  eligible  thereunder,  this  valuable  alternative  fi- 
nancing tool  would  be  made  available  for  use  in  this  new  effort. 

These  suggestions  are  directed  toward  making  a  good  program 
better.  Certainly,  your  multifamily  housing  initiative  is  one  we  can 
happily  live  with,  but  you  may  wish  to  explore  an  alternative  to 
the  front-end  financing  mechanism  embodied  in  your  bill. 

During  the  past  several  months,  a  large  number  of  housing  orga- 
nizations have  met  together  informally  to  develop  a  multifamily 
housing  production  program  with  similar  aims  to  those  embodied 
in  your  bill.  The  major  difference  in  the  proposal  is  that  instead  of 
a  front-end  grant  or  loan,  there  would  be  an  annual  loan  of  part  of 
the  interest  payment  to  bring  down  the  interest  rate  to  6  percent 
or  8  percent.  After  15  years,  these  loans  would  have  to  be  repaid 
with  simple  interest. 

Under  this  mechanism,  for  an  annual  contract  authority  of  $139 
million,  100,000  units  could  be  assisted,  assuming  an  annual  inter- 
est subsidy  of  4  percent.  Under  the  H.R.  5731  proposal,  on  the 
other  hand,  $1.3  billion  would  be  necessary  to  finance  from  50,000 
to  100,000  units.  At  a  time  when  the  Government  is  most  conscious 
of  annual  outlays,  you  may  wish  to  consider  stretching  such  pay- 
ments over  time.  Note  that  the  alternative  proposal  suggests  only  a 
150-year  payment  period,  rather  than  40  years  under  section  8. 


Digitized  by  VjOOQIC 


751 

Other  than  the  difference  in  financing  mechanisms,  the  propos- 
als of  what  is  informally  known  as  the  **No  Name  Coalition"  very 
much  parallel  the  one  contained  in  your  bill. 

At  this  time,  I  would  like  permission  from  the  Chair  to  insert  a 
description  of  the  program  proposed  by  the  **No  Name  Coalition'' 
and  a  feasibility  study  of  that  program  into  the  record. 

[The  material  referred  to  is  attached  to  Mr.  Ross'  prepared  state- 
ment.] 

Chairman  Gonzalez.  Without  objection,  at  the  end  of  your  re- 
marks your  full  statement  and  attachments  will  be  included  in  the 
record. 

Mr.  Ross.  Bottom  line,  the  most  important  thing  is  to  do  some- 
thing, whether  to  adopt  your  proposal  or  the  one  already  discussed. 
The  need  for  rental  housing  production  in  this  country  is  so  press- 
ing that  we  must  take  some  sort  of  affirmative  action. 

We  commend  you  on  provisions  directed  in  your  bill  to  assure 
that  those  projects  in  the  section  8  pipeline  are  built.  Many  of  our 
members  have  literally  invested  hundreds  of  thousands  of  dollars 
into  projects,  and  all  this  would  be  lost  if  the  administration's  pro- 
posed rescission  is  adopted — and  the  pipeline  cut  off. 

That  is  why  your  provision  in  section  205(b)  making  $1,973  bil- 
lion available  for  tandem  in  1983  is  so  important  in  assuring  that 
some  of  these  projects  are  financed.  Of  equal  importance  is  section 
202(aXl),  authorizing  fair  market  rents  to  be  based  on  interest 
rates  up  to  14  percent. 

Although  HUD  claims  that  many  projects  are  infeasible  and 
should  not  be  built,  in  reality  the  only  reason  that  the  projects  are 
not  feasible  is  because  of  today's  high  interest  rates.  Last  year,  the 
administration,  in  opposing  the  financing  adjustment  factor,  gave 
as  its  rationale  the  fact  that  its  new  economic  program  would 
result  in  lower  interest  rates  by  late  1981,  and  thus  the  project 
should  not  be  funded  at  a  higher  rate.  Now,  the  administration  has 
recognized  that  interest  rates  will  not  be  significantly  lower  in 
1982,  so  there  seems  to  be  absolutely  no  rationale  for  opposing  the 
permanent  embodiment  of  the  financing  adjustment  factor  into 
law. 

It  has  now  become  fashionable  to  repudiate  the  section  8  new 
construction  and  substantial  rehabilitation  program.  However,  in 
the  final  analysis  the  only  objection  that  can  be  validly  leveled 
against  this  aspect  of  the  section  8  program  is  that  it  is  expensive. 
The  major  reason  for  such  expense  is  that  the  program  sought  to 
house  the  lowest  income  people  in  the  most  expensive  type  of  hous- 
ing— that  which  is  newly  constructed  or  substantially  rehabilitated. 

During  its  8  years,  section  8  has  accounted  for  over  750,000  units 
of  decent  housing.  Unlike  some  of  its  predecessors,  the  program  has 
been  virtually  free  of  charges  of  scandal  or  mismanagement.  It  has 
resulted  in  projects  that  are  a  credit  to  the  communities  in  which 
they  are  located,  and  indeed  many  section  8  projects  have  done 
much  for  community  revitalization.  It  can  be  fairly  said  that  the 
only  real  problem  with  section  8  is  that  it  has  succeeded  in  fulfill- 
ing its  purpose,  and  that  the  cost  just  became  too  high  in  this  strin- 
gent economy. 
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We  look  forward  to  working  with  you  and  your  able  staff  to  fash- 
ion a  new  program  to  replace  section  8,  just  as  8  years  ago  we 
worked  with  you  in  getting  that  effort  started. 

Thank  you  very  much  for  the  opportunity  to  testify  today. 

[Mr.  Ross'  prepared  statement,  on  behalf  of  the  National  Leased 
Housing  Association,  with  attached  supporting  material,  follows:] 
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TESTIMONY  OF  C.  TERRY  ROSS 
PRESIDENT,  NATIONAL  LEASED  HOUSING  ASSOCIATION 

BEFORE  THE 
HOUSING  AND  COMMUNITY  DEVELOPMENT  SUBCOMMITTEE 
HOUSE  BANKING,  FINANCE  AND  URBAN  AFFAIRS  COMMITTEE 
MARCH  17,  1982 


My  neune  is  C.  Terry  Ross.  I  am  president  of  Leunmers  & 
Ross  Development  Company,  Inc.,  Baytown,  Texas,  and  president 
of  the  National  Leased  Housing  Association,  on  whose  behalf  I 
testify  today.  I  am  accompanied  by  Charles  L.  Edson,  of  Lane 
and  Edson,  P.C.,  Counsel  to  the  National  Leased  Housing  Asso- 
ciation. 

Although  NLHA  has  appeared  before  your  Committee  for  many 
years,  we  appear  today  in  a  new  and  broader  role.   In  our  early 
years,  we  %fere  the  advocates  for  the  Section  23  Leased  Housing 
Program,  and  since  1974,  we  have  been  solely  involved  in  fostering 
a  strong  and  work2Ut>le  Section  8.   In  recent  times,  however,  we 
have  broadened  our  concern  to  all  rental  housing,  especially 
rental  housing  in  which  the  government  is  involved  either  through 
assistance  or  insurance. 

This  emphasis  on  rental  housing  is  most  timely.   In 
addition  to  traditional  renter  groups  —  the  young,  the  elderly 
and  the  transient  —  we  now  have  an  ever-increasing  group  of 
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families  who  just  don't  hav«  th«  funds  avallabl«  to  buy  their 
own  hone.  In  addition,  many  others  are  now  choosing  to  rent 
instead  of  buy,  as  it  becomes  apparent  that  hone  ownership  in 
the  1980 's  just  will  not  be  the  miraculous  investment  it  has 
been  in  the  past  decade.   Significantly,  the  General  Accounting 
Office,  in  its  recent  evaluation  of  the  r«comroendntionfi  of  the 
President's  Commission  on  Housing,  questioned  whether  there  is 
a  sufficient  stock  of  rental  housing  in  specific  communities 
for  the  highly  touted  voucher  system  to  be  workable,  and  that 
in  tight  rental  markets  the  voucher  system  might  be  more 
expensive  to  the  government  than  a  housing  production  program. 

Although  the  demand  for  rental  housing  is  at  an  all  time 
high,  its  production  is  at  an  all  time  low  —  barely  50,000 
\insubsidized  units  in  1981.   It  is  to  correct  this  imbalance, 
while  also  focusing  on  the  management  and  preservation  of  our 
existing  stock,  that  NLHA  will  now  be  directing  its  activities. 

HR  5731 

We  wish  to  commend  you,  Mr.  Chairman,  and  the  members  of 
your  Committee,  who  have  introduced  and  co-sponsored  HR  5731. 
Overall,  it  is  a  cotnpaftsionate  piece  of  legislation  that  realizes 
the  desperate  need  for  rental  housing  production  and  assistance 
in  this  country,  while  not  overlooking  the  concerns  of  those 
who  build  homes  or  want  to  buy  them. 

We  focus  our  testimony  today  on  Title  III  —  the  Rental 
Housing  Production  and  Rehabilitation  Act  of  1982.  We  view  it 
as  a  vital  new  initiative  if  we  are  to  begin  to  meet  the  rental 
housing  crisis  in  this  country.   Its  basic  concept  of  submission 
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by  states  and  localities  of  projects  to  Hxn>  for  ultimate  federal 
selection  is  a  sound  one,  and  could  prove  most  workable.  We 
do  have  specific  suggestions  for  the  improvement  of  this  program, 
plus  an  alternative  way  to  accomplish  the  same  end,  but  we  make 
our  suggestions  in  an  overall  framework  of  approval  and  praise 
for  what  you  have  done. 

1.  It  should  be  made  clear  that  public  bodies,  as  well 
as  private  developers,  can  submit  applications  to  serve  as 
owners  and  developers  under  this  program.  Under  Section  8, 
many  PHA's  became  Section  8  developers  in  their  own  right, 

a  very  successful  aspect  of  that  program. 

2.  Under  some  state  laws,  it  is  ambiguous  as  to 

whether  or  not  a  public  housing  agency  is  a  unit  of  local 

government.  Because  of  this  Section  312(c)  should  be  amended 

to  reads 

"Such  assistance  shall  be  made  available  by  the 
Secretary  to  States,  units  of  local  government, 
public  housing  agencies  or  designated  agencies 
thereof.  .  ." 

3.  Section  312(d)  sets  forth  capital  grants  as  permissible 
assistance.  We  strongly  believe  that  any  assisl^ance,  at  least 

to  a  private  developer,  should  be  through  a  repayable  second 
mortgage  loan.   Such  loan  should  bear  interest  at  the  Treasury 
borrowing  rate  at  the  time  of  the  loan.  For  the  sake  of 
project  feasibility,  the  interest  should  not  be  payable  annually, 
but  should  be  accrued  on  a  simple  interest  basis.  Upon  sale  or 
refinancing,  the  developer  would  have  to  pay  off  the  original 
amount  of  the  loan,  plus  all  such  accrued  interest. 
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This  nay  be  a  scuiewhat  unusual  suggestion  oosdng  fron  an 
organization  with  over  300  private  developer  members,  but  we 
believe  our  suggestion  Is  equitable,  both  to  the  government  and 
the  private  development  community. 

4.  HUD  should  also  be  able  to  administer  the  program 
directly.   In  many  cases,  there  just  may  not  be  appropriate 
state  or  local  agencies  to  which  the  developer  could  first  take 
a  proposal.  In  such  cases,  the  developer  should  be  able  to 
negotiate  directly  with  the  HUD  area  office. 

5.  When  there  Is  state  or  local  designation  of  developers, 
such  jurisdictions  should  have  published  selection  criteria  and 

a  rating  system  to  assure  objectivity  In  the  choice.  Political 
favoritism  is  an  always  lurking  possibility  %#hen  dollars  are 
involved. 

6.  As  these  are  basically  private  projects,  we  see  no 
rationale  for  Section  318  —  the  Davis-Bacon  provisions.  The 
GAO  report  by  the  Conqptroller  General  to  the  Congress,  dated 
April  27,  1979,  states  that  "The  Act  results  in  unnecessary 
construction  and  administrative  costs  of  several  hundred  million 
dollars  annually  .  .  .and  has  an  inflationary  effect  on  the 
areas  covered  by  inacciirate  wage  rates  and  the  economy  as  a 
whole." 

7.  It  should  be  made  clear  that  all  local  rent  control 
ordinances  customarily  applicable  to  the  project  would  be  pre- 
empted.  If  not,  the  feasibility  of  many  projects  assisted  under 
this  section  would  be  under  real  question.  On  this  subject, 

we  certainly  understand  the  requirements  set  forth  in  Section 
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317  (a)  (3)  (A) ,  that  the  owner  pass  on  to  the  tenants  any  reduction 
in  debt  service  resulting  from  assistance  provided  by  the  Act. 
He   urge  that  the  Comnilttee  Report  state  that  HUD  should 
administer  this  program  flexibly,  so  that  it  does  not  become  a 
federal  rent  control  provision  under  another  name. 

8.  The  new  multifamlly  program  should  be  made  part  of 
the  United  States  Housing  Act  of  1937  in  order  that  Section 
11(b)  financing  could  be  utilized.  Section  11(b)  is  an  alternate 
source  of  tax  exempt  financing  to  Section  103  of  the  Internal 
Revenue  Code,  and  has  proven  extremely  useful  in  the  financing 
of  Section  8  projects.  By  Including  the  proposed  program  in 
the  United  States  Housing  Act  (with  a  technical  amendment  to 
Section  11 (b)  to  remove  any  doubt  that  the  new  program  would  be 
eligible  thereunder) ,  this  valuable  alternative  financing  tool 
would  be  made  available  for  use  in  this  new  effort. 

These  suggestions  are  directed  toward  making  a  good 
program  better.  Certainly,  your  multifamlly  housing  initiative 
is  one  we  can  happily  live  with,  but  you  may  wish  to  explore  an 
alternative  to  the  front-end  financing  mechanism  embodied  in 
your  bill. 

During  the  past  several  months,  a  large  number  of  housing 
organizations  have  met  together  informally  to  develop  a  multi- 
family  housing  production  program  with  similar  aims  to  those 
embodied  in  your  bill.  The  major  difference  in  the  proposal 
is  that  instead  of  a  front-end  grant  or  loan,  there  would  be  an 
annual  loan  of  part  of  the  Interest  payment  to  bring  down  the 
interest  rate  to  6%  or  8%.  After  fifteen  years,  these  loans  would 
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have  to  be  repaid  with  siiqple  interest,  finder  this  mechanisB, 
for  an  annual  contract  authority  of  $139  million,  100,000  units 
could  be  assisted,  assuming  an  annual  interest  subsidy  of  4%. 
Under  the  HR  5731  proposal,  on  the  other  hand,  $1.3  billion  would 
be  necessary  to  finance  from  50,000  to  100,000  units.  At  a  tiaie 
when  the  government  is  most  conscious  of  annual  outlays,  you 
may  wish  to  consider  stretching  such  payments  over  time.  Note 
that  the  alternative  proposal  suggests  only  a  fifteen  year  pay- 
ment period,  rather  than  forty  years  under  Section  8. 

Other  than  the  difference  in  financinig  mechanisms,  the 
proposals  of  what  is  informally  known  as  the  "No  Name  Coalition* 
very  much  parallel  the  one  contained  in  your  bill. 

(At  this  time,  I  would  like  permission  from  the  Chair  to 
insert  a  description  of  the  program  proposed  by  the  "No  Name 
Coalition"  and  a  feasibility  study  of  that  program  into  the 
record.) 

Bottom  line,  the  most  important  thing  is  to  do  something  — 
%#hether  to  adopt  your  proposal  or  the  one  already  discussed. 
The  need  for  rental  housing  production  in  this  country  is  so 
pressing  that  we  must  take  some  sort  of  affirmative  action. 

other  Provisions 

We  commend  you  on  provisions  directed  in  your  bill  to 
assure  that  those  projects  in  the  Section  8  pipeline  are  built. 
Many  of  our  members  have  literally  invested  hvindreds  of  thousands 
of  dollars  into  projects,  and  all  this  would  be  lost  if  the 
Administration's  proposed  rescission  is  adopted  —  and  the  pipeline 


Digitized  by  VjOOQIC 


759 


cut  off.  That  is  why  your  provision  in  Section  205(b)  making 
$1,973  billion  available  for  Tandem  in  1983  is  so  important  in 
assuring  that  some  of  these  projects  are  financed.  Of  equal 
importance  is  Section  202(a) (1) ,  authorizing  Fair  Market  Rents 
to  be  based  on  interest  rates  up  to  14%.  Although  HUD  claims 
that  many  projects  are  "infeasible"  and  should  not  be  built, 
in  reality  the  only  reason  that  the  projects  are  not  feasible 
is  because  of  today's  high  interest  rates.  Last  year,  the 
Administration,  in  opposing  the  Financing  Adjustment  Factor, 
gave  as  its  rationale  the  fact  that  its  New  Economic  Program 
would  result  in  lower  interest  rates  by  late  1981,  and  thus  the 
project  should  not  be  funded  at  a  higher  rate.  Now,  the 
Administration  has  recognized  that  interest  rates  will  not  be 
significantly  lower  in  1982,  so  there  seems  to  be  absolutely 
no  rationale  for  opposing  the  permanent  embodiment  of  the 
Financing  Adjustment  Factor  into  law. 

Section  8  New  Construct ion  —  The  Final  tford 
It  has  now  become  fashionable  to  repudiate  the  Section  8 
new  construction  and  substantial  rehabilitation  program.  However, 
in  the  final  analysis,  the  only  objection  that  can  be  validly 
leveled  against  this  aspect  of  the  Section  8  program  is  that  it 
is  expensive.  The  major  reason  for  such  expense  is  that  the 
program  sought  to  house  the  lowest  income  people  in  the  most 
expensive  type  of  housing  —  that  which  is  newly  constructed  or 
substantially  rehabilitated.  Diiring  its  eight  years.  Section  8 
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has  aeoountad  for  ovar  750,000  units  of  dacant  housing,  unlika 
some  of  its  pracadassors ,  tha  program  has  baan  virtually  fraa 
of  chargas  of  scandal  or  misnanaganant*  Zt  has  rasultad  in 
projaots  that  ara  a  oradit  to  tha  ooosnunitias  in  ^ich  thay  ara 
locatad,  and  indaad,  many  Saction  8  projaots  hava  dona  much  for 
conmunity  ravitalization*  It  can  ba  fairly  said  that  tha  only 
real  problam  with  Saction  8  is  that  it  has  succaadad  in  fulfilling 
its  purposa,  and  that  tha  cost  just  bacama  too  high  in  this 
stringant  economy. 

We  look  forward  to  working  with  you  and  your  able  staff 
to  fashion  a  new  program  to  replace  Section  8  —  just  as  eight 
years  ago  we  worked  with  you  in  getting  that  effort  ^started. 

Thank  you  very  much  for  the  opportunity  to  testify  today. 
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Fcbrvary  S,  IM2 

Ad  Boe  Bo  Ban  Co«licion 

n*^i>i^«  ^.  Sd0O0,  Sttb-n^1tf<  GhAiraan 

Folloifiiig  i«  thm  tinml   ^•'t  that  has  flMr^sd  froa  mvm  worklnf 
.tta.ian<  attended  br  r«pr««««^tlir««  of  aajor  lioaaiii«  groups  froa  Ootobar 
1981  to  e*rly  Pabntarr-  l**^- 

It  is  doubtftU  UiAt  aoy  9«»P  totally  sobaerlbaa  to  all  of  tlui  pro- 
graa  alaani^a  •«:  forth  ha^ia-  Ma*y  i"<»«  «»at  b«  r«*oIv»it  in  tha  lafla- 
lativa  process  inclodin^  ttw  spocifKJ  raqwlraaanta  oC  1**tl  straat  *a  bani 
iaaoaa  ara  itnictu^rad.  However,  th«  foUo^^ln^  la  a  eoaeaptual  fraaawork 
,ihich  draw  broad  cooaanaaa  froa  -oat  of  thoaa  Uvolirad  in  tha  «orlciii« 
aaaaion. 

Prooraa  go^H.  Tha  prograa  qoMl   i»  to  produca  100,000  unita  annually 
of  new  and  rahahilitatad  rantal  anita  of  aodaat  daaign  for  i»od.r.t.«  tncoaa 
faailias  This  goal  anat  ba  con«id«f»**  within  tha  afitira  frsaawork  ot 
faderal  housing  assistance  Of  prip-  iaportanca.  It  assuaas  tha  «Ofitin- 
oanca  of  tha  Sartion  a  axistioq  progra*  or  a  similar  vouchar  prograa  to 
aaat  tha  n*«ds  of  lov  incoaa  faalli**-  Tha  9roup  aiao  viawod  with  lapor- 
tanca  tha  oaifitanance  and  aodarnixation  of  ovt   axis  ting  public  houaln^ 
stock  to  Tsaat  tha  n«ds  of  tha  ovar  1  3O0  OOO  faailiaa  now  houaad  in 
public  houainq  and  aaauaaa  tha  continuation  of  tha  Section  202  and  taction 
515  prograa  as  pacullarly  addre*»ln9  certain  housinq  needs.  Tha  underly- 
ing fation*le  for  thla  production  pcograa  ia  tha  nacaaaity  to  increase 
the  preaant  stock  of  rental  housing  If  •  vouchar  prograa,  or  any  other 
prograa  utillxing  agisting  stock  for  lower  incoaa  paople,  ia  to  ba  feasi- 
ble. A  second  underlying  rationale  ia  that  state  and  locsl  govarnaants 
play  a  significant  program  role  to  atsure  that  housing  produced  aeeta 
the  needa  of  the  coamunitiea  in  which  it  is  located  Indeed,  aa  set  forth 
below,  a  locality  could  fashion  an  equivalent  production  prograa  to  aeet 
its  needs. 

ttasie  Prcgraa  Maehaniaas 

Interest  Loan.  Assistance  would  be  in  the  form  of  a  loan  to  pay  part 
of  the  mortgage  interest;  this  %»ould  not  be  a  subsidy  any  acre  than  any 
other  loan  ia  a  aubaidy.  As  a  target,  the  governaent  %#ould  lend  an  o%mer 
one-third  of  the  market  interest  rata,  or  4%  whichever  is  less.  However, 
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at  tlM  dlserctioa  of  tlia  adBinistcriag  agonelos,  soeli  loans  ooold  bo  for 
two- thirds  of  tho  asrkst  intsrost  rats  or  8%,  whidiSTor  is  loss.  Bowsvor, 
ths  intsrsst  loans  oo  tho  total  of  such  pro j  sots  of  ths  sAiiiiistsriBg 
agsncy  coald  not  rsdnes  ths  aortgsgs  intsrsst  rats  aors  than  an  avsrags 
of  6%  psr  annua  of  ths  outstanding  aortgagss  in  this  progrsa. 

Ths  intsrsst  loans  would  bs  advancsd  aonthly  for  s  15-yssr  psriod. 
Intsrsst  on  ths  loans  would  bs  at  ths  svsrsgs  Trsasory  borrowing  ratss 
as  sst  annually  by  ths  Sscrstary  of  ths  Trsasury  and  would  bs  cuanlstivs 
but  not  conpoundsd.  Ths  intsrsst  loans  would  bs  sscursd  by  a  sscond  aort- 
gags  on  ths  propsrty  and  any  bs  insursd  by  HOD  with  sppropriats  prsaisa 
chargss . 

Pro j sets  could  bs  financsd  by  PBA  insursd  loans  including  eo* insursd 
loans,  convsntional  loans*  and  loans  froa  ststs  and  local  housing  finanes 
agsnciss.  Projscts  would  bs  sligibls  for  tax  sxsapt  financing.  Projset 
loans  vrould  bs  for  f if tssn  ysars  but  ths  aaortisation  schsdnls  would  bs 
for  forty  years. 

Ths  balancs  of  ths  intsrsst  loan  %»ould  bs  paid  off  at  ths  snd  of  15 
ysars  sithsr  through  a  sals  or  rsfinancing  of  ths  projset.  Ths  failurs 
of  an  oimsr  to  sffsctuats  such  a  sals  or  rsfinancing »  or  othsrwiss  asks 
such  payasnt,  would  constituts  a  dsfault. 

Oss  of  Loan  Funds.  Ths  loan  could  bs  for  sithsr  nsw  construction 
or  substantial  rshabilitation.  Bowsvsr*  in  ths  cass  of  rshabilitation, 
thsre  %»ould  bs  a  liait  to  ths  sxtsnt  that  ths  funds  could  bs  ussd  for 
refinancing  or  acquisition  of  ths  shsll. 

RRstum  on  Invsstasnt.  Ths  first  6%  on  equity  would  go  to  owner; 
for  rstum  ovsr  6%,  ths  owner  retains  50%  thsrsof  and  ths  othsr  50%  is 
utilizsd  to  rspay  ths  intsrsst  loan. 

Fund  Allocation.  Congrsss  would  authoriss  ths  aaount  of  contract 
authority  for  intsrsst  loan  funds  annually;  funds  would  bs  allocatsd  to 
states  on  a  foraula  basis  taking  into  account  ths  nssd  for  aultif sally 
housing.  In  ths  legislative  process  Congress  would  dstsrains  %fhsthsr  ths 
funds  would  bs  adainistersd  by: 

A.  Ths  national  offics  of  HUD 

B.  The  area  offices  of  HOD 

C.  State  or  local  housing  agencies 

D.  A  coabination  of  ths  abovs 
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A9Miei«s  which  did  not  as«  fvnds  withia  12  aontha  of  Allocation  woold 
havo  thaao  funds  raeaptvmd  by  BOD  to  onn  •Isnuhnzn  without  projndieo 
to  tho  original  agoncyi  tha  Saeratary  of  BOD  could  aictand  tha  12  aonth 
pariod. 

StatjE  and  Local  Parti ciiMtioo,  Stata  and  local  funds  nay  ba  usad 
to  rcduca  t^  coital  eoat^  istarcftt  coit  or  oparstiag  coit  of  tha  pro* 
jact.  In   tddiiion*  th*  project  au«t  c^o^^iy  irith  appro(>riAt«  stata  and 
local  Eoning  and  building  codas  Somver  Uie  project  von  14  ba  axaapt 
froa  all  stata  or  loe&l  rant  controls  as  wall  as  any  ROD  rant  liaitation. 

If  a  stata  agAAcy  or  locality  cui  davonstrata  to  tha  Sacratary  of 
tha  Dapartawnt  of  Bousing  and  Orban  Developncnt  that  anothar  production 
aachaaisB  can  produca  tha  saas  auabar  of  units  within  tha  locality  as 
would  b«  producad  by  tha  Ioah  ptogtnm  outlinad  hsrain  tha  Sacratary  nay 
Approva  such  aquivaleat  prograa. 

Ineoae  Liaits.   Thara  vould  ba  no  incoaa  liaits  on  tha  pro j set  sxcapt 
as  n««dad  to  aaat  stata  or  local  rsquirsasnts  for  financing.  Bowavar, 
20%  oX  tha  units  na«t  b«  ranted  to  faailias  balow  80%  of  asdian.  Thaca 
could  ba  no  discriaination  against  any  faaily  bacausa  it  is  a  vouchor 
holdar. 

CoopajatiysB.  Cooparativas  would  ba  aligibla  undar  tha  progrsa.  In 
financing  cooparativas,  a>  tha  balanca  of  tha  ^ovemDent  intsrsst  loan 
would  b«  rap aid  froa  procaada  of  subsaquent  aeabara hip/unit  salas  and 
b)   tha  govafnment  in ta rest  loan  will  risa  to  tha  aarkat  rata  svanly 
thrbugh  tha  15-yaar  pariod. 

Provision ■  Applicable  to  HUO->rHA  Injured  Projects 

Inauranca  Payment  aftar  ygar  IS^   Xn  connection  vith  PBA  iniurad 
loans,  it  is  anticipated  that  BUD  vould,  at  its  sole  option i  ba  given 
tha  right  to  avoid  an  Insuranca  claia  at  tha  and  of  tha  IS-yssr  pariod* 
(if  tha  sort gaga  ii  not  othsrvlsa  p»id  off  by  *gra«ing  witb  the  axiiting 
landar  or  a  lubatltute  lender  to  continue  tha  loan  at  the  than  prsvailing 
aarket  in tare it  rate  HUD  could,  in  Itm   aola  diacretion,  agraa  to  advance 
the  additicsftftl  interest  which  would  be  re^juired  in  *orte  circunatances 
over  and  above  that  which  tha  project  vei  able  to  pay  frcsn  operations. 
Any  such  additional  advances  of  intsrsst  would  thsaselvsi  ba  intsrsst 
bearing  at  the  prsvailing  Treasury  rata  (siaple  interest)  and  ba  sddsd 
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as  part  of  th«  subordlnata  ■ortgag*.  All  loans  would  b%   undarvrittaa  oa ' 
tha  basis  of  sound  undaxvriting  principlas  basad  in  part  on  tha  projaet"s 
antieipatad  valua  in  Yaar  Piftaaa  and  tharafora  its  ability  to  aaat  its 
■ortgaga  obligations  during  tha  tarn  of  tha  Iban  and  at  maturity.  All 
intarast  advanead  by  BUD  as  an  intarast  baaring  loan  would  ba  rapayabla 
at  tha  tiaa  of  tha  sala  or  rafinaneing  of  tha  pro j act. 

Mortgaga  Aaount.  ROD  would  astablish,  using  outsida  sarvicas,  %«hara 
appropriata,  total  raplacaawnt  cost  of  aultifsMily  rantal  units  of  aodast 
dasign  for  aach  major  aarkat  in  tha  country  and  would  coomdt  to  insura 
a  first  mortgaga  for  85%  of  that  cost  for  units  oiaeting  its  critaria. 
In  tha  avant  that  actual  cartif iad  costs  wara  lowar  than  tha  originally 
establishad  amount,  tha  first  mortgaga  would  ba  raducad  by  ona-half  of 
tha  differanca. 

Oparating  rund  R9»tv,     HUD  %#ould  racognisa  as  a  portion  of  tha 
qualified  devalopaant  costs  for  any  project  an  amount  which  a  mortgagor 
may  teak  to  establish  as  an  oparating  fund.  These  monies  could  be  drawn 
doim  and  invested  and  utilized  for  the  purpose  of  defraying  rent  obliga- 
tions of  those  individuals  at  or  below  80%  of  median  who  are  occupying 
units  in  the  project  in  order  to  meet  the  low  incooie  occupancy  require- 
oient  of  the  program.  While  these  funds  would  be  eligible  to  be  included 
as  development  costs,  they  would  of  course  have  to  meet  normal  lender 
underwriting  standards  with  respect  to  the  project's  ability  to  pay  nor- 
mal debt  service  requirements  with  respect  to  that  portion  of  the  loan. 
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February,  1982 


)800  M  STRKT.  NW /SUITE  40O  SOUTH /waSHNGTON. DC  20036 /(202)785-« 

FEASIBILin  STUDY 
FLEXIBLE  RENTAL  HOUSING  PRODUCTION  PROGRAM 


The  Research  Staff  of  the  National  Leased  Housing  Association  performed  a 
feasibility  study  of  the  Ad  Hoc  No  Name  Coalition's  Flexible  Rental  Housing 
Production  program.     Using  data  collected  from  a  NLHA  membership  survey,  the 
feasibility  study  analyses  the  impact  the  production  program  has  on  both  rents 
and  the  U.S.  Department  of  Housing  and  Urban  Development's  budget. 

The  rent  analysis  is  broken  down  into  tnK)  appendices: 

Appendix  A  shows  three  different  monthly  rent  levels  for  a  two  bedroom  unit 
in  each  of  the  14  cities  selected  from  around  the  country.    Since  the  production 
program's    nterest  loan  would  reduce  the    r^terest  rate  on  the  mortgage,  a 
different  mofithly  rent    evel        c*  culated  for  4  61,  7%  and  Si    ntcrest  rate  on 
a  40  year  mortgage.     The  nrartgage  amount        equa    to  85  percent  of  the  total 
development  or  replacement  co^t  for  a  two  bedrooni  untt.     The  different  monthly 
rent  levels  for  each  city  are  then  compared  to  the  monthly  rent  In  each  city 
that  a  family  of  fgur  that  earns  SO  percent  of  median  income  would  pay  if  they 
Spert  30  percent  of  ttieir  incofiw  on  rent       For  example,  the  national   average's 
monthly  rent  of  $451.63  supporting  a  8  percent  interest  rate  on  the  mortgage    s 
very  close  to  the  ^488.00  rent  representing  30  percent  of  the  incbme^  for. families 
that  earn  SO  percent  of  the  median  Income. 

Appendix  B  provides  a  wre  deta  led  analysis  of  how  the  monthly  rent  levels 
for  each  city  yi^re  derived.     NLHA  me^^ers  frotn  36  cities  provided  recent  data  on 
tata    development  costs  (including  hard  and  soft  costs)  for  a  two  bedrootn  Section  8 
or  an  equ  valent  ur\it  as  wel     as  the  monthly  operating  eitpenses  for  such  a  unit. 
The  monthly  operating  expenses  Include  taxes    utilftiest  inskirancei  reserves  and 
every  other  form  of  expense  except  return  on  investments     Sfnce  the  owner*     epufty 
would  be  15  percent  of  the  tota     development  or  replacement  cost  and  his  average 
annual  return  on  equity  is  6  percent,  we  were  able  to  cakulate  the  owner's  inotithly 
return  on  equity.     To  derive  the  monthly  rent  for  a  two  bedroom  unit,  the  monthly 
return  on  equity,  the  monthly  operating  expenses  and  the  monthly  debt  service  on 
the  40  year  mortgage  were  added  together. 

Appendix  C  is  a  budget  analysis  of  the  Flexible  Rental  Housing  Production 
100,000  unit  program.     The  ca    ulations  were  made  using  the  the  national  average 
mortgage  amount  of  t37,0Z7  77  per  two  bedroom  unit.     By  determining  the  difference 
between  the  annual  debt  $ervi<:e  that  supports  the  market  interest  rate  and  the 
annual  debt  service  that  supports  the  production  program's  below  market    nterest 
rates,  ne  calculated  the  contract  authority  needed  to  produce  100,000  units  for 
different    nterest    oan  rates.     Sifflilarlyt  we  determined  the  budaet  authorities 
for  the  [jroqram  us^ng  different  interest  loan  rates  by  subtract  ng  the  15  year 
debt  service  that  supports  the  market  1r) teres t  rate  from  the  15  year  debt  service 
that  supports  the  production  program's  below  market    nterest  rate.  For    nstance  an 
Interest  loan  of  4  percent  requires  only  $139.1  million  In  contract  authority 
and  only  $2,086  million  in  budget  authority. 

Please  contact  NLHA  Research  Director  Douglas  M.  Baron  at  202/785-8888 
if  you  have  any  questions  pertaining  to  the  feasibility  study. 
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APPEftOIX  A 


H£HT  (iNCLUDlHfl  UTILITIES)   PER  TVip  BEDSOQM  UHIT  PU  tlQNTti 


5«1«cte4  CUl«t 

Rat4  on  Hort^9e 

301  of  Incoiie  for 
fam11i«  thit  «*m 
BOI  of  mtdUn  Incon* 

6t         1 

71 

W 

Im 

Boston,  HA 

S57S,50 

sen. 71 

SS49.45 

S5eO.GO 

IteMrK,  NJ 

536.18 

577. az 

6J1.2J 

6S4.00 

Pittsburgh*  PA 

516.  U 

£42.23 

S70.W 

617.00 

Pro vf dine* *  Rt 

45a.35 

486.54 

SIS. 41 

496.00 

md'Uest 

Colubnuj,  OH 

37B.30 

400.03 

422.67 

498.x 

IndUnftpcllf ,   IH 

361.97 

383.70 

406.  i4 

516.00 

Hadlsofi,  Ut 

411.66 

441.23 

472.05 

542.00 

HinnetpoHs.  M 

427.75 

465,71 

484.85 

572,00 

Soutn 

51nttl09h<!nt  At 

246.48 

Z6Z.77 

279,76 

426.00 

Naihvllle,  m 

324.45 

354,97 

376.36 

449,00 

San  Antonio,  TX 

352. SB 

3S0.01 

408.19 

414.00 

Wut 

Loi  Ang«]ci,  CA 

493.90 

534.94 

577.71 

548.00       1 

5aU  Lake  Cf|y,  UT 

580.40 

407.60 

435.96 

512.00 

SMttli,  UA 

394.13 

421.23 

449.59 

624.00 

Mitlowl  Avinvi 

397.99 

424. 28 

451.68 

488.00 

Al 
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OPPBIOIX  B 


C«LCmTIIie  TOE  MHTHLY  WBff 
FOR  A  TW  8EDR00H  UWn 


WATIOHAL  AVERAGE 

AssuMd  Intwwt 
Ritt  on  NDTtgHt 

6S 

n 

8S 

Dtv«1opatfit  cost  ptr  two 

b«drocM  unit $43,562.08 

Equity 6.534.31 

NDrtgigt  (85S) 37.027.77 

Avtrtgt  mviimI  rvtum 

on  tqulty  («) 392.05  ($32.67/«o) 

•Itenthly  optrtting  txpmts  «.  151.57 

Monthly  paymit  (prlnclptl  ft  Inttrtst) 

on  40  yitr  aortgagt 

203.65 

229.94 

257.34 

tent  ptr  unit  ptr  month 

397.99 

424.29 

451.68 

**Rtnt  por  Month 

as  an  assuatd  payamt  of 
301  of  IncoM  for  fairillts 
that  aam  801  of  atdlan  1 


488.00.) 


'  Optrating  txptnsts  for  a  tuo-badrooa  unit  Including  taxts,  utilltlts.  Insuranct, 
rtstrvis  and  tvary  othtr  txpanst  txcapt  rttum  on  Invtstaant. 


'  Tht  calculation  Is  bastd  on  HUD's  ostlaaU  of  tht  aroa  aadlan  1 
fairily  of  four  In  1981. 


fdr  a 


81 
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lOSTqi,  iwssjoiusnTs 


Dtvtlo^^nt  cut  ptr  tw 


Equity 


(191). 


-  9,000.00 
51.000*00 


^tbftthly  op«rati>g 


540.00  (MS.OO/v) 

-  250.00 


RMthly  pvvnt  (princlpil  i  Inttrvtt) 
«n  40  yMr  i 


tott  «i 


iMfUrMt 


,10 


ni<7l 


K4.45 


KMrt  par  vilt  ^sr  ttnlli  -*- 


301  of  iNCflW  f6r  fSMrfllts 
thtt  MMi  801  of  ■tdltn  Incoat 


57S.M 


tn,n 


«4f.45 


soo.oo 


r" 


igwwCp  HEW  Jtprr 

DowlofHtnt  co»t  p«r  tvo 

bodroM  unit I69.0OO.0O 

E4u1ty tOjSO.OO 

Nortgag*  (SSl) 50,650.00 

Avtrtgt  inniMl  ratvm 

on  oqultr  (41)  621.x  [MUn/m] 

^MontMy  opontlnf  tip«n»«»  -*  3IA.G0 

Itonthlr  piyvnt  (prlnclpil  1  1nurt»t) 

M  40  yur  «0rtg«9« 


Ai*w«d  littfitt 


mc 


322.50 


164.22 


407. 6Z 


HnX  p<r  unit  pur  wfttb  - 


S36.1B 


577.E; 


S21.ZZ 


pmr  wonth 
ts  M  tssiMid  payamt  of 
301  of  iNCflW  for  fMHIIts 
thtt  mn  MS  of  atdlaJi  1 


654.00 


B2 
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bt«  M  ltortg«9t               1 

* 

61 

71 

n 

btdnxxi  unU  **<^*h.*..  MS.OOO.OO 

Iqulty  **«. fi.750.00 

' 

Il»rt9l9t  {»*)   -.-*, 38,250-00 

Av«rig«  inmul  rttufn 

on  iquHy  (ti) «5.«  (133,75/^) 

^fbnthly  optntfnv  tJipcnsti  — 271.00 

0n  40  jwtr  nrtfifi 

aio.3« 

237,53 

26S.ft4 

(Urtt  p»r  unit  ptr  aonth 

515.13 

547.ZB 

570.59 

♦•Rtfit  ptr  Mfith 

at  tn  assuBid  paywant  of 
30S  of  Incom  for  faalllas 
that  Mm  80S  of  aadltn  Inco 


517.50 


PROVIDEMCE.  RHODE  ISLAM) 

Atsuaad  Inttrtst 
Rata  on  Itortgagt 

« 

n 

-  n 

Davtlopaant  cost  ptr  tM 

btdrooaunlt $46,700.00 

Equity 7,005,00 

Itortgagt  (85S) 39,695.00 

Avar«ge  infiuil  ntum 

^NDiithly  Optra t1n«  txptnsts  ..  205.00 

Nofitlily  payntnt  (principal  i  Intartst) 

on  40  ytar  aortgagt  — 

218.32 

246.51. 

275.88 

458.35 

486.54 

515.91 

ptr  aontli 
as  an  attiatd  payaant  of 
301  of  IncQM  for  faallitt 
that  tarn  80S  of  aadlan  Incoaa 


496.00 


83 
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COLUWUS,  OHIO 


DtVtlDpB*nt  CMt  ptr  tMO 

bMlroca  uhlt $36,000.00 

Etrulty 5,*00.» 

N»rt9ig«  (BSX)   - 30.600.00 

Avertge  «nnui1  r*tum 

on  tQUltr  (M) 324-00  {tZ7.D0/te>) 

*M&nthW  op»r»Mft9  txiMn*!*  -*  183.00 

Monthly  p^yMflt  {pHnclpil  1  tnUrtit) 

on  40  y^r  nortftt^i * 


R«nt  pmt  unU  fwr  mOAXh * 378.30 


Al«(«i*d  InUrttt 
Rit*  on  HartfAgi 


61 


i«e.» 


130.03 


400.03 


iu<e7 


422.67 


**1tent  ptr  aontli 

as  tn  tssuMd  pcyatfit  of 
30S  of  IncoM  for  furfllts 
that  tarn  80S  of  ■tdltn  Incoat 


498.00 


iNWMUMLis,  mim 

iUstMtd  tnUrtit 
Rata  on  )tort9«pt 

A 

«1 

71 

W 

DtvilDpntnt  to«t  p«r  two 

bwiroofl  unit-* S3*.000,a0 

Equity  5,400,00 

ftarlufl*  fBSll  »...«. v>  RATI  nn 

168.30 

1M.03- 

U2.67 

Avtn9t  annual  raturn 

Oft  Hultv  fnt  ...n..-.. T-  i7d  M  i €71  naf^\ 

*Hbnth1y  optratfng  *xf»ania«  -^  1§6,67 
Honthly  payiitnt  { principal  h  InUffst) 

on  mi  JW9.T  ^w  vyayt       

*»ftt  por  unit  par  month 

361.97 

363.70 

«0«.34 

**Rtfit  ptr  HOfith 

as  an  attiatd  payaant  of 
30S  Of  IficQBM  for  fairflltt ' 
that  oam  80S  of  aadlaii  Inco 


516.00 


84 
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E«>1tar 


(B) 


Sii.«B.80 

7^50.00 

41.0D.gO 


441.00  ($».7S/«) 
145.03 


iMrat 


229.00 


250.0 


209.47 


9ar  miit  wmr  i 


4U.0 


441.23 


472.05 


as  M  I 

aoo«f 


542.00 


WEMe^TO.13,.  *CtBgSOT» 


£fl*r*tyf 


-  0.910.00 

'*-  411.00  (S3«.75/«»> 

-  17*.  39 


terdiV  fl«:r«»t  (pH(ic1  pal  t  liitttr«tt) 
00  40  jfmr  ■arto*94 **-* 


ten  p*f  j*it 


0*t«  OB  Mfrrt9i9t 


«X 


214*<1 


4?7.75 


244.57 


*55.71 


n3.Ti 


l£4,aB 


ts  M  ttmm4  ^/■Mit  of 
aoi  of  lacoM  f^  fMilllM 
tint  Mm  OOX  9f  BidlM  lac 


..  572.00 


B5 


gg-oee  o— 82 — fio 
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|[mittGHW,  ALABAM 

A»it«i»d  Inttrtst 
Ritt  Oft  ntrtfAft 

«1 

n 

8X 

b«tfrov  unit  -*-»-^--  127,000.00 

Equity **H.»**.,.*.  4,050.00 

1 

Ifartfig*  (BSt) !Z,«0.00 

nWfif'  iwHiiT  rtxtfm 

Oft  Hu1tv  (W)   .«  ..*«..  *  Ml  Trt  ft>n  9ft/«il 

1 

, 

*M»nth1>  Op*rit1ng  iNp*ft»s   ..  IQO.OO 

Oft  40  ytr  aort^ift 

12«,Z3 

142. » 

159. SO 

itnt  ptr  unit  p*r  vnth  

Z4«.4fi 

2«.77 

279. 75 

**ftont  ptr  Month 

u  tn  MSUBid  ptywtnt  of 
30S  of  Incom  for  fanrilltt 
th«t  Mm  80S  of  Htdltn  Inca 


426.00 


MSHVILL£.  T£MIEUEE 

A»whI  rnttrttt 
lUtt  041  ftortgigt 

A 

Dtv«1ovn*fit  tint  ptr  tun 

tH^raam  unit  *— »»»  (34,000,00 

U 

71 

« 

158.95 

U9.4T 

300. M 

IbrtfltBt  (8Sf) 28,900.00 

Avtrigt  «rtnu«1  rtturn 

^ttoAthly  0<Mr«t1no  tXptnsM  —  150.00 

MD«itM>  piyMot  (principal  1  InUmt) 

on  40  jfMr  aortfavt 

Rtnt  ptr  unit  ptr  tonth  »„    — ^-* 

334,45 

3M.W 

376*36 

**1tent  ptr  aonth 

at  at  atsuBid  p^yatnt  of 
30S  of  IfiCQM  fbr  fairflltt 
thtt  Mm  80S  of  Mdlaii  1 


448.00 


86 
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SAN  ANTONIO.  TEXAS 

AtsuMd  Inttrtst 
Ratt  onNartVigt 

9% 

n 

n 

btdrooa  unit $44,790.00 

Equity  6,718.50 

Ibrtosfl*  faSO   ..........     lA  071   Vi 

209.39 

23S.42 

264.60 

Av«rig«  innuil   return 

nn   AntHtu    t  An\            ........   Ifl^    11    ( t^   ^Q/^^ 

«ttonth1y  operating  txpensts  -  110.00 

Monthly  payiwnt  (principal  1  Inttrtst) 

on  40  ytir  nortgagt  

Rtnt  ptr  unit  ptr  Bontti 

352.96 

380.01 

406.19 

ptr  Month 
u  an  assuBtd  p^yiitnt  of 
30S  of  IncoBt  for  faalllts 
that  tarn  80S  of  atdlan  Incoat   — ..... 


414.00 


LOS  AHffiLES,  CALIFDRHIA 


Otvelopnwt  coKt  par  tHD 

beiJnna  unit f$5,.000^ao 


—  10,200.00 


E^1ty — 

Ptortgag*  (Vi)  57.aoo.oo 

Atftv^Qt  aimual  rvtum 

on  tqulty  (61) 612.00  {$6l.00/w} 

*t^th1y  Dptrating  axp«fttti  —  125.00 

Pteijthly  pflyi»nt  (pHftClpal  i  lftt*rtst) 
on  40  ymMr  tort9«9* 


%sw*d  Intarttt 
Ritt  on  Itortgaga 


61 


317.90 


3&e.94 


401.71 


Mant  per  unit  ptr  apnth  493. M 


534.94 


577.71 


♦•Rtnt  ptr  Month 

as  an  assuaid  ptywtnt  of 
SOS  of  IncQMt  for  fMllts 
that  atm  80S  of  Mtdlat  Incoat 


546.00 


B7 
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sstscs     1 

m 

n 

m 

Bi««1o9mit  cost  par  tm 

bttfroQB  Mrft $45,071.80 

E^ty  6.7C0.78 

ltortM*(«) 38.311.11 

M  tqulty  (8S) 40S.84  ($33.«V»o) 

^NMtiiljr  optritliiB  wpwiM  ^  138.88 

Nontiily  mmtt  (pHadptl  i  iRtmtt) 

on  ^  yttr  Mittiiii       

810.71 

I37.tl 

188.18 

RMt  p«r  Mrft  p«r  mrth 

380.80 

407.80 

438.8S 

as  an  itiMMd  payatnt  of 
30f  of  lacOTi  f6r  fMrillos 
that  aam  80S  of  aadlaii  Incont 


812.00 


yATH^.  MWHpiCTOW 

MsMd  Intaraat             1 
Rata  on  mrttafa              | 

8f'> 

7S 

8S 

Dovtiopmt  cost  par  tMo   ^- ^  ^ 
badrooa  unit $45,000.00 

Equity 5.750.00 

Itortgaga  (85X) 38.250.00 

Avai^aaa  aiuiua i  ratum 

on  aqulty  (61) 405.00  ($33.75/bo) 

^Nontlily  oparatino  axpansas  ..  150.00 

NMithly  payvnt  (pHnclpal  8  interast) 

on  40  jfoar  nrtgaga  ~ • • 

210.38 

237.53 

265.84 

8ant  par  vol  t  par  ■onth  — • 

394.13 

421.28 

449.59 

**Rafit  par  aonth 

u  an  atsiaad  payaant  of 
30S  of  IneeM  fOr  fairfllas 
that  aam  80S  of  aadlan  1 


824.00 
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APPEHDIX  C 


BUDGET  ANALYSIS 
Debt  Service  per  100.000  Units  on  a  40  Yer  Mortgage 


Interest  Rate 

Annual  Debt  Service 

15  Year  Debt  Service 

12X  (mrket  rate) 

$447,887,900 

$6,718,318,500 

W  (rate  »  4X  Interest  loan) 

308.811.600 

4.632.174.000 

Cost  of  Interest  loan  (difference 
between  debt  service  »  12%  and  8S) 

$139,076,300 

$2,086,144,500 

\2%  (mrket  rate) 

$447,887,900 

$6,718,318,500 

7%   (rate  »  5X  interest  loan) 

275.930.940 

4,138.964,100 

Cost  of  Interest  loan  (difference 
between  debt  service  »  12X  and  71) 

$171,956,960 

$2,579,354,400 

12X  (market  loan) 

$447,887,900 

$6,718,318,500 

6%   (rate  »  6X  Interest  loan) 

244.383.270 

3.665.749.000 

Cost  of  Interest  loan  (difference 
between  debt  service  »  12X  and  6X) 

$203,504,630 

$3,052,569,500 

BUDGET  SUmARY 


(assuHTfng  a  market  rate  of  12X) 

Contract  Authority 

Budget  Authprl^ 

4X 
5X 

6X 

$139,076,300 
171,956,960 
203,504,630 

$2,086,144,500 
2,579.354.400 
3.052,569,500 

CI 
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Chairman  GtONZALEZ.  Thank  you,  Mr.  Ross.  It  is  always  good  to 
see  a  friendly  face  from  Texas.  I  understand  you  are  from  Bay- 
town? 

Mr.  Ross.  Yes, 

Chairman  Gonzalez.  Well,  you  are  just  outside  of  Houston.  And 
we  deeply  appreciate,  as  I  said  earlier,  your  presence  and  the  fact 
that  you  traveled  these  many,  many  miles  to  be  here  and  present 
vei^  valuable  testimony  and  very  helpful  to  us. 

The  only  questions  I  have — for  example,  you  recommend  and 
refer  back  to  section  11(b)  financing,  and  I  would  be  interested  in 
knowing  if  you  could  give  us  some  specific  ideas  or  details  on  how 
that  could  be  utilized  today  better  than  what  we  are  suggesting  in 
the  bill.  As  has  been  stated,  section  11(b)  was  in  vogue  at  a  time 
when  the  fellow  with  the  commitment  could  go  to  the  bank  and  did 
not  have  to  confront  what  he  does  today. 

But  why  are  you  suggesting  this  section  11(b)  now? 

Mr.  Ross.  Section  11(b),  Mr.  Chairman,  is  a  form  of  tax-exempt 
financing,  an  alternative  to  section  103,  to  the  capital  grant  as  the 
program  talks  about  or  to  a  low-interest  loan  or  however  the  pro- 
gram works.  There  will  still  be  a  necessity  of  permanent  financing. 
If  section  11(b)  is  able  to  be  utilized,  it  provides  an  alternative  form 
of  financing  at  a  lower  interest  rate  than  perhaps  conventional  fi- 
nancing, which  would  of  course  lower  the  overall  initial  front-end 
subsidy  cost. 

Mr.  Edson.  If  I  can  elaborate,  there  is  still  tax-exempt  financing 
available  under  section  103  of  the  Internal  Revenue  Code.  Section 
11(b)  is  a  rather  unique  additional  grant  of  tax-exempt  financing 
that  we  have  enjoyed  in  the  public  housing  program  and  under  sec- 
tion 8,  and  I  think  it  would  be  beneficial  to  extend  the  opportunity 
to  use  it  here  because  you  do  not  have  a  lot  of  redtape  and  baggage 
that  the  IRS  puts  on  the  103  program. 

Believe  it  or  not,  there  is  one  agency  that  even  has  more  regula- 
tions than  HUD,  and  that  is  the  Internal  Revenue  Service.  And 
section  11(b)  is  a  more  simplified  form  of  tax-exempt  financing. 

Chairman  Gonzalez.  That  brings  to  mind  this  other  question. 
Assuming  that  some  form  of  tax-exempt  financing  is  used  to  fi- 
nance these  multifamily  projects,  how  long  do  you  think  the  IRS 
would  require  the  low-income  proportion  of  the  units  in  a  project  to 
be  available  for  low-income  use? 

Mr.  Edson.  I  might  comment.  Technically,  under  the  Mortgage 
Subsidy  Bond  Act  of  1980,  you  have  to  have  20-percent  low  income, 
that  is,  under  80  percent.  The  length  of  period  formerly,  or  present- 
ly, is  the  life  of  the  bonds,  I  believe,  or  at  least  20  years. 

There  is  an  amendment  that  has  passed  the  Senate,  and  I  believe 
the  House  committee  approves,  to  cut  that  period  to  about  half  of 
the  life  of  the  bonds,  which  I  believe  is  a  10-year  minimum,  which 
would  just  tie  in  perfectly  with  this  program.  The  two  efforts  are 
complementary,  at  least. 

Chairman  Gonzalez.  Well,  thank  you  very  much.  I  think  my 
time  has  about  gone,  and  I  would  recognize  Mr.  Lundine. 

Mr.  Lundine.  Thank  you,  Mr.  Chairman. 

First,  I  would  like  to  compliment  you  both  on  really  excellent 
statements.  Mr.  Edwards,  I  was  particularly  impressed  by  your  tes- 
timony on  page  2,  pointing  out  that  the  supply  of  credit  in  rural 
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areas  is  not  the  same,  particularly  on  a  per  capita  basis,  as  it  is  in 
metropolitan  areas. 

Last  year,  last  September,  a  joint  study  by  HUD  and  the  Farm- 
ers Home  Administration  determined  that  there  was  no  shortage  of 
credit  in  rural  areas.  As  a  result,  Farmers  Home  operations  are  to 
be  confined  to  communities  with  population  of  less  than  10,000.  I 
take  it  that  you  disagree  with  that  conclusion? 

Mr.  Edwards.  Yes,  sir;  I  most  heartily  do.  We  have  the  Farmers 
Home  Administration  projects  in  15  towns  in  Maryland  and  Dela- 
ware, and  I  know  I  could  not  walk  into  a  bank  or  a  lending  institu- 
tion in  any  of  those  towns  and  obtain  financing  for  a  rental  project. 
It  would  be  very  difficult  to  finance  a  business  through  the  local 
banks.  They  make  car  loans,  single-family  house  loans  on  occasion. 
Credit  from  Baltimore  or  Washington  is  not  forthcoming. 

The  Farmers  Home  Administration  is  not  the  lender  of  last 
resort,  but  the  only  lender  in  the  rural  areas. 

Mr.  LuNDiNE.  Will  this  restriction  to  smaller  communities  affect 
section  515  construction? 

Mr.  Edwards.  Yes,  sir,  it  will.  The  town  of  Cambridge,  Md.,  was 
one  of  those  stricken  from  the  list.  That  is  a  community  that  has 
well  over  10  percent,  I  guess  about  12  percent  unemployment  in 
that  county.  It  is  a  city  and  county  that  is  comprised  of  textile  em- 
ployees, poultry  processors,  and  such  as  that. 

TTiey  are  not  low  income.  They  are  working  families.  But  they 
cannot  afford  a  12-percent  loan.  They  cannot  afford  to  pay  $300  or 
$350  a  month  for  rental  housing.  Yes,  sir,  I  say  it  has  a  very  severe 
impact  on  those  communities. 

Mr.  LuNDiNE.  I  realize  that  both  of  you  are  builders  and  develop- 
ers. I  am  concerned  with  a  somewhat  technical  matter.  In  New 
York  last  year,  there  were  a  number,  I  think  200,  unit  reservations 
for  construction  under  section  515  that  were  canceled.  Farmers 
Home  Administration  currently  permits  the  use  of  515  funds  for  re- 
habilitation of  housing,  but  only  if  the  houses  are  restored  to  new 
construction  standards. 

I  am  told  that  such  standards  eliminate  any  cost  advantage  in 
rehabilitation  and  puts  a  lot  of  that  housing,  the  existing  housing, 
out  of  the  reach  of  any  possibility  of  rehabilitation.  Could  either  of 
you  comment  upon  that  observation  and  whether  Farmers  Home 
Administration  establishing  a  more  realistic  rehabilitation  stand- 
ard would  not  use  the  program  more  constructively? 

Mr.  Edwards.  Yes,  sir;  it  is  difficult  to  find  in  rural  areas,  at 
least  in  areas  where  we  operate,  suitable  buildings  for  residential 
rehabilitation.  Abandoned  schoolhouses  and  the  like  are  available. 
Oftentimes,  to  do  that  kind  of  rehab  really  does  require  less  strin- 
gent standards. 

I  know  in  the  States  in  which  I  operate  I  cannot  think  of  one 
instance  where  Farmers  Home  was  used  for  rehab.  I  am  not  really 
sure  that  that  is  a  function  of  the  standards,  because  it  is  difficult 
to  find  a  good  building  for  rehab,  at  least  in  our  area. 

Mr.  LuNDiNE.  Mr.  Ross,  do  you  have  any  comment? 

Mr.  Ross.  I  have  no  comment  on  that,  sir. 

Mr.  LuNDiNE.  Finally,  there  is  one  thing,  Mr.  Edwards,  in  your 
statement  that  I  want  to  take  issue  with,  so  that  this  whole  after- 
noon will  not  be  a  let-me-call-you-sweetheart  session. 
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[Laughter.] 

You  say  on  page  4,  "Our  members  work  with  Farmers  Home  of- 
fices on  a  daily  basis  and  are  very  satisfied  with  the  service  and 
response  we  receive/'  Now,  I  admit  that  maybe  I  have  heard  more 
comment  about  the  502  program  than  I  have  515.  But  have  you  not 
experienced  delays  in  processing  by  Farmers  Home  in  your  area,  in 
the  last  several  months  at  least/ 

Mr.  Edwards.  Yes,  sir,  I  think  that  is  accurate.  We  have  encoun- 
tered processing  delays.  The  burden  of  that  has  been  toward  devel- 
oping very  rigorous  market  studies  for  rental  housing.  We  are  on 
our  third  round  of  market  studies  to  justify  projects  that  we  now 
have  in  the  pipeline. 

The  processing  of  Farmers  Home  applications  varies  tremendous- 
ly from  State  to  State,  and  while  I  would  really  rather  not  have 
had  all  of  this  resubmitting  of  market  studies  and  working  draw- 
ings and  the  whole  thing  it  is  a  viable  underwriting  procedure.  I 
cannot  complain  too  vigorously  about  these  new  requirements. 
They  are  nothing  that,  for  example,  a  construction  lender  would 
not  require. 

I  would  only  hope  that  Farmers  Home  develops  and  expedites 
the  processing  so  the  fiscal  year  1982  appropriation  can  be  spent  in 
a  timely  fashion.  I  think  there  are  projects  out  there  that  are  good, 
strong,  viable  projects,  and  I  would  be  hopeful  that  none  of  those 
fall  by  the  wayside  because  of  this  more  vigorous 

Mr.  LuNDiNE.  Well,  we  all  know  that  Farmers  Home  can  be,  and 
in  fact  has  a  record  of  being,  an  outstanding  delivery  system.  My 
concern  is  that  the  intent  of  Congress  is  being  thwarted  by  pur- 
poseful bureaucratic  inefficiency,  and  that  there  seems  to  be  an 
effort  to  take  all  of  the  personnel  cuts  in  Farmers  Home  out  of  the 
field  office,  where  most  program  action  is  done,  rather  than  in  the 
central  office,  where  the  administrative  burden  is  imposed. 

Do  you  sense  or  have  the  same  concern? 

Mr.  Edwards.  I  would  have  to  concur  with  the  feeling  that  the 
field  is  losing  personnel.  The  district  offices  now  are  being  cut  back 
severely.  The  processing  time  delays  I  think  can  be  attributed  to 
the  lack  of  adequate  personnel  to  work  through  them. 

We  have  in  our  two  States  experienced  changes  in  personnel  that 
will  indeed  disrupt  the  processing.  I  would  have  to  agree  with  that, 
sir. 

Mr.  LuNDiNE.  Mr.  Ross,  finally,  I  appreciate  your  comments, 
most  of  which  I  agree  with  and  I  think  are  very  constructive,  about 
the  new  program  proposed  in  H.R.  5731.  One  concern  I  have, 
though,  is  that — well,  actually  I  could  address  this  to  both  of  you,  I 
guess — is  that  in  our  attempt  to  provide  greater  flexibility  at  the 
local  level  and  trying  to  allow  the  communities  to  be  more  innova- 
tive in  how  they  use  the  subsidies,  we  may  be  operating  to  the  det- 
riment of  the  more  rural  areas.  In  other  words,  they  may  not  have 
that  same  capacity. 

Do  you  share  that  concern,  and  do  you  believe  that  we  have  a 
fair  system  for  both  metro  and  nonmetro  areas? 

Mr.  Ross.  We  share  that  concern,  and  that  is  one  of  the  reasons 
we  suggested  that  HUD  also  have  the  authority  to  negotiate  direct- 
ly with  the  developers.  This  would  enable  the  rural  area  that  does 
not  have  a  local  agency  or  in  areas  where  nothing  is  too  good  for 


Digitized  by  VjOOQIC 


779 

the  poor,  to  have  the  developer  go  and  negotiate  directly  with 
HUD. 

Mr.  Edson? 

Mr.  Edson.  In  also  talking  to  Mr.  Edwards,  I  think  the  Rural 
Council  would  share  that  thought.  There  might  be  a  set-aside  of 
some  authority  here  to  Farmers  Home,  just  as  under  section  8 
there  is  a  set-aside  of  10,000  units  every  year,  and  we  thought  that 
would  be  another  way  to  assure  some  focus  on  the  rural  area. 

I  think  your  point  is  extremely  well  taken. 

Mr.  LuNDiNE.  I  think  your  testimpny  is  really  important  and  has 
really  added  to  the  information  that  those  of  us  who  try  to  provide 
some  initiative  toward  meeting  the  unmet  needs  of  rural  areas  in 
terms  of  housing  can  look  to  and  can  draw  upon  for  that  kind  of 
support. 

I  was  joking  with  our  previous  witness,  but  it  often  strikes  me 
that,  while  there  are  many  who  want  to  divide  cities  and  rural 
areas,  that  the  needs  are  so  apparent  in  both  that  I  do  not  think 
we  ought  to  look  at  them  as  being  conflicting. 

I  do  really  appreciate  your  practical  experience  and  advice  in 
how  to  carry  out  these  programs.  I  want  to  assure  you  that  we  will 
be  battling  with  all  of  the  resourcefulness  and  commitment  that  we 
can  bring  to  this  battle,  to  try  not  to  yield  to  the  enormous  reduc- 
tions that  are  proposed  in  the  fiscal  year  1983  administration 
budget  proposal. 

Thank  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Lundine. 

Mr.  Schumer? 

Mr.  Schumer.  Thank  you,  Mr.  Chairman. 

And  I  very  much  appreciate  the  testimony  of  all  three  of  you 
gentlemen  and  the  support  that  you  have  shown  for  the  overall 
committee  package  and  the  rental  housing  portion  in  particular, 
which  you  know  I  have  an  interest  in. 

I  have  just  one  question  of  clarification.  This  is  for  Mr.  Ross  or 
Mr.  Edson.  In  your  presentation  on  the  bottom  of  page  5  you  men- 
tion an  interest  payment  to  bring  down  the  interest  rate  to  6  or  8 
percent,  and  then  at  the  top  of  page  6,  in  discussing  contract  au- 
thority, you  cite  an  annual  interest  subsidy  of  4  percent. 

Now,  I  take  it  that  there  is  a  hidden  assumption  that  you  are 
just  using  that  by  way  of  example,  assuming  a  tax-exempt  rate  of 
10  to  12  percent?  Is  that  right? 

Mr.  Edson.  The  word  '^subsidy,'*  by  the  way,  is  a  mistake.  It  is 
not  a  subsidy.  It  is  a  loan  at  4  percent.  That  was  based  upon  assum- 
ing tax-exempt  financing  that  in  some  happy  day  would  come  down 
to  12  percent. 

Mr.  Schumer.  OK,  I  understand.  So  it  is  not  that,  but  you  are 
looking  at  a  4-percent  subsidy.  That  is  your  bottom  line? 

Mr.  Edson.  You  use  the  wrong  word.  A  4-percent  loan,  if  I  might 
say. 

Mr.  Schumer.  Now,  the  other  question  is,  6-  to  8-percent  projects, 
are  they  feasible  without  an  additional  rent  subsidy?  The  reason  I 
ask  is  that  Mr.  Gliedman,  who  testified  before  you  did,  indicated 
they  might  not  be. 


Digitized  by  VjOOQIC 


780 

Mr.  Edson.  We  have  as  an  exhibit  to  our  testimony,  Congress- 
man, a  feasibility  study  in  various  cities  in  the  country.  We  man- 
aged to  get  Providence,  R.I.,  in  and  also  Newark,  N.J. 

Mr.  ScHUMER.  I  would  suggest  that  San  Antonio,  Tex.,  is  more 
important  than  Newark,  N.J. 

Mr.  Edson.  We  tried  to  get  various  parts  of  the  country  in.  But 
basically,  we  found  that  if  you  subsidized  down  to  a  6-percent  rate, 
say  in  Newark,  N.J.,  the  rent  would  be  $536,  and  a  family  at  80 
percent  of  median  income  paying  30  percent  of  its  income  for  rent 
in  Newark,  N.J.,  could  afford  $654. 

Indeed,  this  shows  that  all  you  need  to  subsidize  down  in 
Newark,  and  presumably  New  York 

Mr.  ScHUMER.  Well,  Newark  and  New  York  are  not  quite  the 
same.  They  sound  the  same. 

Mr.  Edson.  We  can  certainly  get  them  for  New  York  City.  We 
can  poll  our  members  as  to  development  costs,  operating  expenses, 
et  cetera.  And  this  is  what  we  came  up  with, 

Mr.  ScHUMER.  If  you  could  get  those  figures  for  New  York  it 
would  be  helpful. 

Mr.  Edson.  The  point  is  that  it  does  work,  and  indeed  we  certain- 
ly do  have  San  Antonio,  Tex.,  as  one  of  the  cities  where  we  found 
that,  assuming  just  an  interest  loan  of  8  percent  the  rent  could  be 
$408  a  month,  and  that  a  family  paying  30  percent  of  its  income  for 
rent  at  80  percent  of  median,  which  is  your  low  income,  could  pay 
$414.  So  they  could  afford  this  program  with  a  relatively  shallow 
interest  grant,  interest  loan,  in  about  any  city  in  the  country,  as 
the  exhibit  to  our  testimony  shows. 

Mr.  ScHUMER.  OK.  Let  me  go  on  and  talk  a  little  bit  about  your 
proposal,  which  I  take  it  is  a  suggestion.  It  seems  to  me  that  this  is 
sort  of  a  clone  of  section  8.  It  has  a  shorter,  shallower  subsidy,  but 
it  is  a  clone,  because  the  budget  authority  comes  out  in  the  first 
year  while  the  outlays  are  spaced  out. 

Now,  how  would  you  compare  the  cost  of  your  clone  to  the  cost  of 
an  up-front  mechanism,  to  my  clone? 

[Laughter.] 

Mr.  Edson.  Actually,  if  you  want  to  take  our  contract  authority 
and  multiply  it  to  budget  authority,  I  think  you  multiply  our  $139 
million  times  15  years,  and  I  think  you  get  pretty  near  $2  billion — 
and  I  am  just  doing  this  in  my  head — in  budget  authority  over  15 
years.  But  I  think  you  have  to  discount  the  payments  that  you  are 
going  to  be  making  in  year  15. 

So  I  think  it  comes  out  pretty  well  near  the  same  figure,  $1,3  bil- 
lion. Very  franklv,  Congressman,  it  is  a  political  judgment  that 
caused  us  to  say  that  it  would  be  more  palatable  to  go  for  15  years. 
If  indeed  we  are  wrong  on  that,  certainly  the  front-end  mechanism 
suggested  in  your  bill,  both  last  year's  and  this  year's  version,  is 
very  acceptable  to  us. 

Mr.  ScHUMER.  Thank  you.  Let  me  ask  you  another  question.  The 
**No  Name  Coalition'' — I  wish  Mr.  Coyne  were  here;  they  have 
some  no-name  people  in  Pittsburgh — which  I  followed  with  inter- 
est, suggested  that  the  second  mortgage  be  insured  by  the  Federal 
Government.  Yet  the  mortgage  loan  itself  is  only  made  on  a  bit-by- 
bit  basis.  It  is  repayable  in  a  lump  sum  years  later  with  only 
simple  interest. 
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Will  this  loan  sell  on  the  secondary  market  if  it  is  not  insured?  I 
mean,  what  gives  you  a  belief  that  it  will? 

Mr.  Edson.  In  other  words,  the  Government  would  try  to  sell 
these  loans  on  the  secondary  market? 

Mr.  ScHUMER.  I  guess  that  is  right,  sure.  You  do  not  intend  for 
that  to  be  done? 

Mr.  Edson.  We  have  not  given  that  much  thought.  I  doubt  if  that 
interest  loan  could  ever  be  sellable  on  the  secondary  market. 

Mr.  ScHUMER.  OK.  Then  it  was  my  assumption  that  that  was  an 
added,  as  Phil  Rizzuto  once  said,  an  added  additional  extra  feature. 
[Laughter.] 

That,  you  know,  the  Government  could  then  sell  these  mortgages 
on  the  open  market.  But  you  did  not  intend  that? 

Mr.  Edson.  That  was  not  our  thought  at  the  time. 

Mr.  ScHUMER.  The  other  great  Phil  Rizzuto  story,  he  once  said 
Elston  Howard  was  born  in  Mississippi  but  was  a  native  of  Tenafly, 
N.J.  [Laughter.] 

I  think  I  am  finished  with  my  questions  and  my  jokes.  [Laugh- 
ter.] 

Thank  you,  Mr.  Chairman.  I  yield  back  the  balance  of  my  time. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Schumer. 

I  think  we  can  exercise  a  little  discretion  if  you  have  any  addi- 
tional questions  or  comments.  But  I  think  you  are  right.  I  mean, 
who  in  the  world  is  going  to  hold  that  second  paper  there?  I  just  do 
not  see  this  from  a  practical  standpoint. 

Mr.  Edson.  Just  a  personal  note  as  we  conclude.  It  is  St.  Pa- 
trick's Day  and  when  I  used  to  come  here  on  St.  Patrick's  Day 
there  was  a  member  of  the  minority  staff  named  Casey  Ireland 
who  wore  a  very  bright  irridescent  green  suit.  And  I  am  somewhat 
disappointed  in  my  good  friends  in  the  minority  today.  I  think  Mr. 
Ruddy's  sportcoat  is  a  little  bit  darker,  I  noticed,  than  what  we 
were  used  to  in  the  past.  [Laughter.] 

Chairman  GtONZALEZ.  Well,  Mr.  Ruddy  is  like  I  am.  He  is  more 
Irish  by  inclination.  [Laughter.] 

He  really  comes  from  South  Dakota,  and  I  do  not  know  if  he  is 
Scandinavian.  Mr.  DeStefano  says  he  is  Italian.  [Laughter.] 

While  we  still  have  you  here  and  to  avoid  sending  you  written 
questions,  one  of  our  prideful  accomplishments  or  initiatives  which 
we  consider  sort  of  a  key  feature  of  the  bill,  is  that  we  specifically 
provide  for  an  expanded  role  for  State  and  local  government  or 
their  designees  in  the  rental  production  program.  And  on  page  4  of 
Mr.  Ross'  statement  the  suggestion  is  made  that  we  ought  to  go 
back  to  HUD  and  let  it  also  be  able  to  administer  the  assistance 
directly  with  the  developer  who  may  not  find  an  appropriate 
agency. 

What  do  you  mean  by  that,  since  we  are  suggesting  getting  away 
from  this  HUD  specifically  designating  either  a  local  or  a  State  or 
its  designated  agency? 

Mr.  Ross.  Our  concern  there,  Mr.  Chairman,  was  that  in  some 
cases,  in  a  smaller  or  smaller  community  where  you  did  not  have  a 
State  agency,  a  State  housing  finance  agency  or  a  local  housing  fi- 
nance agency,  you  might  have  a  desperate  need  for  housing  for  low 
and  moderate  income,  but  you  might  not  have  the  cooperation  of 
the  local  community.  The  community  may  not  be  formed.  There 
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may  not  be  an  integral  body  that  you  can  go  to.  It  may  be  just  a 
water  district. 

We  were  concerned  that  in  cases  such  as  that  that  there  be  the 
possibility  of  negotiating  directly  with  HUD.  Not  in  Houston,/  San 
Antonio,  but  in  rural  areas. 

Chairman  Gonzalez.  But  even  in  the  most  rural  areas,  yoil  still 
have  a  county,  and  we  provide  for  the  county  or  its  designee  or  des- 
ignated agency.  However,  I  think  you  have  explained  your  reason- 
ing there. 

Mr.  Edson.  If  I  might  elaborate.  Say  there  is  one  comm(unity, 
like  Black  Jack,  Mo.,  founded  for  the  specific  purpose  of  keeping  a 
section  236  project  out  of  the  town.  That  was  in  1970.  This  is  the 
Lord's  truth  and  it  has  been  in  court  ever  since. 

Certainly  you  would  not  expect  a  developer  in  Black  Jack,  Mo., 
to  go  to  the  town  council  to  get  their  blessing  to  go  to  HUD  with 
the  program.  And  as  Congressman  Lundine  so  well  pointed  out,  his 
analysis  of  the  bill  was  that  it  was  a  little  bit  tilted  to  urban  areas 
because  in  some  rural  areas  you  do  not  have  the  capability.  We  are 
suggesting  an  escape  valve  there  to  take  care  of  those  two  situa- 
tions. 

Chairman  Gonzalez.  One  final  announcement  and  not  a  ques- 
tion, because  I  am  finished  with  my  questions,  and  that  is  that,  I 
do  not  know  if  you  are  aware  of  it  but  I  have  challenged  HUD's 
proposed  action  with  regard  to  eliminating  the  eligibility  of  cities 
between  10,000  and  20,000  for  mortgage  credit,  and  in  fact  had  pre- 
pared emergency  legislation  prior  to  March  31  to  extend  that  eligi- 
bility. 

However,  I  wanted  to  report  to  you  that,  thanks  to  the  tremen- 
dous help  of  our  ranking  minority  leader  Mr.  Stanton,  we  have 
been  informed  that  HUD  indeed  and  in  fact  is  cancelling  that  deci- 
sion. And  we  are  awaiting  the  written  indication  of  that.  This  is 
where  we  are  right  now.  The  only  thing  we  are  waiting  on  is  the 
reported  letter  we  are  supposed  to  receive,  and  Mr.  Stanton  advised 
me  of  that  just  a  matter  of  yesterday. 

So  that  we  are  hopeful  there  and  will  not  have  to  go  into  the 
process  of  emergency  legislation. 

Mr.  Edson.  We  really  would  like  to  congratulate  you.  I  know  the 
council  was  very,  very  concerned  on  that,  and  that  was  a  job  well 
done  and  thank  you  for  that  and  for  the  opportunity  to  work  with 
you  and  your  very  able  staff,  majority  and  minority,  over  the  last 
few  months  in  trying  to  at  least  help  on  this  program. 

Chairman  Gonzalez.  Well,  thank  you  very  much,  gentlemen. 
And  once  again,  thank  you  for  being  with  us  and  contributing  so 
valuably  to  the  processes  of  legislation.  And  we  will  be  in  a  contin- 
ued communication  basis  with  the  staffs. 

Thank  you  very  much,  and  the  subcommittee  stands  adjourned 
until  9:30  tomorrow  morning. 

[Whereupon,  at  4:05  p.m.,  the  subcommittee  was  adjourned,  to  re- 
convene at  9:30  a.m.  on  Thursday,  March  18,  1982.] 

[The  following  additional  correspondence  was  received  for  inclu- 
sion in  the  record:] 
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CITY  OF  HIALEAH 

P.   O.   BOX     40 
HIALEAH,     FLORIDA     3301  1 


City  Hall,  501   PalmAv«nu«,  Hiolaoh,   Florida    •   T«i.   885-1531 


RAUL  L  MARTINEZ 

MAYOR 


CITY  COUNCIL 

RAY  ROBINSON 
COUNCIL  PRESIDENT 

PAULINO  A.  NUNEZ 
COUNCIL  VICE-PRESIDENT 

SILVIO  A.  CARDOSO 

JOANNE  COLEMAN 

JAMES  L  GUNN 
RUBY  SWEZY 

VICTOR  WILDE 


CITY  CLENK 

RICHARD  A.  BUROIN 

CITY  ATTO»»«fV 

RALPH  F  MILES 

FlflC  CHlEr 

THOMAS  J  HYLE 

CHIf  F  Of  POLICC 

LAWRENCE  LEQQETT 

PCR80NNCL  OIRECTOR 

ROBERT  0  GREENFIELD 

BUILOINO  Of  FICIAL 

WILLIAM  E.  OOW 

ACriNO  PLANMNQ  4  ZOMNO  OIMCCTOII 

FRANCES  G  POLHAMUS 

SO^  Of  SAIWTATKM 

LOMAN  L.  GARRETT 

AS8T  aurt  Of  REFUK 

EARL  P  0ES8ROW 

so^  Of  stueits 
^THOMAS  R  WALLACE 

ACTIMO  SUPT  Of  MAINTCNANCf 

RUBEN  FARACH 

SUPT  Of  RCCNCATKM 

EDGAR  J.  HALL 
oiNccTon 

COMAMJNITV  OCVCLOPMENT 

RICHARD  W.  GROSS 

LienAMY  DINCCTOM 

REMA  COMRAS 


March  18,    1982 


The  Honorable  Henry  Gonzalez 
U.S.  House  of  Representatives 
House  Office  Building 
Washington,  D.C.    20515 


RE: 


Section  108  Loan  Guarantee  Program 


Dear  Gongressman  Gonzalez: 

Please  be  advised  that  the  City  of  Hlaleah  has  been 
a  recipient  of  the  HUD  Section  108  Loan  Guarantee 
Program  for  the  past  year. 

We  have  found  the  program  to  be  an  Important  tool 
for  ass Is tins  us  In  our  economic  development  activi- 
ties.  In  addition,  this  program  has  proven  to  be 
both  cost  effective  to  the  Federal  Government,  and 
Is  In  line  with  the  "new  federalism"  concept  by  al- 
lowing for  local  decision  making  authority. 

Therefore,  I  strongly  urge  your  support  of  this 
program,  and  to  continue  It  Into  the  next  fiscal 
year. 

Your  cooperation  In  this  matter  will  be  greatly  ap- 
preciated. 

Sincerely, 

[TY  OF  HIALEAH,  FLORIDA 

Raul  \.   Mareinez> 
Mayor 

RLM/FHM/haf 
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CITY  OF  SAGINAW.  MICHIGAN 

CITY  HALL-  1315  SOUTH  WASHINGTON  AVENUE- SAGINAW.  MICHIGAN  48801 

RONALD   M.   BUSHEY 
MAYOR 

March  22,    1982 


Congressman  Henry  B.  Gonzalez 
Room  2252  Rayburn  Bldg. 
House  Office  Building 
Washington,  DC  20515 

Dear  Congressman  Gonzalez: 

The  City  of  Saginaw  supports  the  provisions  of  the  Housing 
and  Community  DevelopsMnt  Amandments  of  1982  (R.R.  5731)  i«hlch 
provide  $3«66  billion  for  GomHanlty  Development  Blodk  Grant  and 
$500  million  for  Urban  Development  Action  Grant  funding.  These 
should  be  Included  In  the  First  Budget  Resolution.  These  t%fo 
programs  have  greatly  aided  the  City  of  Saginaw's  neighborhood 
revltallzatlon  and  doimtoim  renewal.  They  are  absolutely  essen- 
tial for  continued  revltallzatlon,  especially  In  light  of  our 
depressed  economy. 

The  Section  312  rehabilitation  loans  also  should  be  contin- 
ued although  the  City  doesn't  support  the  provision  that  60%  of 
the  loans  be  used  for  1-4  unit  properties.  Saginaw  has  success- 
fully used  312  loans  to  rehabilitate  owner  occupied  property  and 
would  like  to  use  all  312  funds  toward  this  end.  Our  community 
has  t%fo  rental  rehablllatlon  activities,  one  funded  by  CDB6  and 
the  other  by  the  Michigan  State  Housing  Development  Authority. 
Our  use  of  312  loans  has  been  made  quite  difficult  because  these 
funds  are  not  available  msny  times  despite  legislation  and 
circulars  stating  their  availability. 

In  general,  we  support  your  package,  with  particular 
support  for  your  proposals  In  public  housing  and  rental  housing. 
It  Is  noteworthy  that  you  have  stepped  forward  to  take  a  stand. 
I  am  urging  our  Congressional  delegation  to  support  your  proposals 
wherever  and  whenever  they  can. 

Sincerely, 


Ronald  N.   Bushey 
Mayor 
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the:  city  op  utica 

OFFICE  OF  THE  MAYOR 

OTV  HMX.  t  KCNNCOV  PUOK  UTICA.  NEW  YORK  tMt 

tTCPNEN  J.  PAWLINOA  TELEPHONC: 

*^not  ,3,5,  798.3200 

March  24,  1982 


Honorable  Henry  B.  Gonzalez 
Chaiman,  House  Subconmittee 

on  Housing  and  Community 

Development 
2252  Raybum  House  Office 

Building 
Washington,  D.C.   20515 

Dear  Congressman  Gonzalez: 

We  wish  to  voice  our  support  for  the  continuation  of  the 
Section  108  Loan  Guarantee  Program  in  the  1983  Federal 
Budget. 

Here  in  Utica,  we  have  begun  a  successful  housing  program 
using  the  Section  108  Loan  Guarantee  Program.   This  program 
has  allowed  Utica  to  borrow  against  future  Community  Devel- 
opment Block  Grant  entitlements  in  order  to  carry  out  land 
acquisition  and  related  relocation,  demolition,  site  clear- 
ance and  marketing  activities.   The  $504,000  approved  by 
this  program  in  January  1981,  has  allowed  the  Utica  Urban 
Renewal  Agency  to  purchase  from  the  City  of  Utica  200  pro- 
perties from  one  neighborhood  called  Com  Hill,  which  were 
taken  by  the  City  over  the  years  for  back  taxes. 

The  purchase  of  these  properties  by  the  Urban  Renewal  Agency 
for  the  amount  of  taxes  owed,  permits  the  city  government  to 
receive  needed  funds  and  permits  a  more  flexibile  devel- 
opment mechanism,  the  Urban  Renewal  Agency,  to  take  over  the 
development  and  marketing  of  these  properties.   The  Urban 
Renewal  Agency  has  devised  an  overall  land  use  strategy  for 
these  Corn  Hill  properties  which  is  consistent  with  the 
housing,  economic  and  community  development  goals  of  the 
City's  block  grant  program.   Such  planning  allows  these  pro- 
perties to  be  resold  or  developed  in  an  orderly,  comprehen- 
sive manner  for  appropriate  uses  and  also  allows  these  pro- 
perties to  benefit  low-moderate  income  residents  who  com- 
prise a  significant  portion  of  the  Corn  Hill  neighborhood 
population. 


Utica  —  Americas  Best  Kept  Secret! 
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The  major  emphasis  o£  the  program  is  to  construct  new  houses 
for  moderate -Income  persons.   A  partnership  between  the 
public  and  private  sectors  including  the  City,  the  Urban 
Renewal  Agency,  local  developers  and  local  banking  insti- 
tutions must  be  created  in  order  for  this  housing  project  to 
become  a  reality.   Subsidies  either  from  a  housing  UDAG  or 
CDBG  fimding  will  be  needed  to  lower  the  costs  involved  to 
make  housing  affordable  to  moderate- income  families.  We  are 
presently  working  on  this  phase  of  the  program  and  if  the 
various  partners  can  agree,  housing  construction  could  take 
place  this  summer. 

Because  the  Section  108  program  has  demonstrated  its  effec- 
tiveness both  in  Utlca  and  elsewhere  and  since  it  actually 
involves  little  expense  to  the  Federal  government,  we  urge 
you  to  support  this. program  and  call  for  its  continuation. 


Stephen  J.  Pawllnga 
Mayor,  City  of  Utica 


o 
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